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AGREEMENT BETWEEN IMPERIAL [RRIGATION DISTRICT
AND SAN DIEGO COUNTY WATER AUTHORITY
FOR TRANSFER OF CONSERVED WATER

~ THIS AGREEMENT FOR TRANSFER OF CONSERVED WATER

~ ("Agreement") is made and entered into by IMPERIAL IRRIGATION DISTRICT, a Californta
irrigation district ("IID"), and SAN DIEGO COUNTY WATER AUTHORITY, a California
county water authority ("Authority"), as of April___, 1998. The [ID and the Authonty are
sometimes referred to individually as a "Party" and collectively as the "Parties."

o A TheIID is an irrigation district organized under the California Irrigation
District Law, codified at § 20500 gt seq. of the California Water Code, and delivers Colorado
River water in Imperial County, California for irrigation and domestic purposes. '

B.  The IID's senior water rights (the "IID Senior Water Rights") arise under
California law from appropriations of Colorado River water and are recognized as part of
California's apportionment of Colorado River water pursuant to a 1932 water delivery contract
for permanent service with the Secretary of the Interior under the Boulder Canyon Project Act,
Act of December 21, 1928, 45 Stat. 1057, as amended, 43 U.S.C. § 617 ¢t seq. ("Boulder
- Canyon Project Act”). The IID Senior Water Rights include a third, sixth, and seventh priority
among California right-holders to use Colorado River water and also include present perfected
rights, with a priority date of 1901, as defined by the United States Supreme Court in its decree
and supplemental decree, entered March 9, 1964, and January 9, 1979, respectively, in the case of -
Arizona v. California, 376 U.S. 340 and 439 U.S. 419.

- C The Authority is a county water authority incorporated under the California
County Water Authority Act, Stats. 1943, ¢.545 as'amended, codified at § 45-1 et seq. of the
Appendix to the California Water Code, for the purpose of augmenting San Diego County's
minimal local water resources with a safe, reliable, and sufficient supply of imported water.

. D. The Authority, through its 23 mémbér-public agencies, supplies waterto
approximately 2,700,000 San Diego County residents, government agencies, businesses and
agricultural users. -

N " E.  The Authority seeks to acquire an independent, reliable, alternate long-term
“water supply to provide drought protection and to accommodate anticipated growth in municipal,
domestic, and agricultural uses. : ' :
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F. The IID may undertake "Water Conservation" (defined below) efforts and
will contract with the IID Landowners to undertake Water Conservation efforts in exchange for
payment by the Authonty

G. The Authonty is w1111ng, to make payments to the IID in order to obtain the
right to use "Conserved Water" (defined below) created by the Water Conservation efforts of the |
IID, if any, and the IID Landowners '

H. The purpose of this Agreement is to set forth the terms and conditions
under which the Authority will make payments to the IID for the transfer of a specified quantity
of Conserved Water to the Authority pursuant to California law, including without hmltatlon

§§ 1011, 1012 and 1013 of the California Water Code, as in effect on the Execution Date. ' The.

Conserved Water transferred by the [ID to the Authonty shall arise under and retain the priority

* of the [ID Senior Water Rights.

L This Agreement provides for the voluntary transfer of Conserved Water
from the 1ID to the Authority in furtherance of California's declared public pohcy in support of
volunta:y water transfers. _

J. The Parties do not intend to and under the Agreement do not in any way

: .transfer assign, encumber, or grant the Authonty any ownership interest in or control over any of
‘the IID Semor Water nghts :

K. The Eﬁ'ectwe Date (defined below) of this Agreement and the activities
described herein are contingent upon compliance with the California Environmental Quality Act,
California Public Resources Code §§ 21000 et seq.; 14 California Code of Regulations §§ 15000
et seq. ("CEQA"), and the National Environmental Policy Act, Title 4, United States Code
§§ 4321 et seq.; 40 Code of Federal Regulations §§ 1500.1 et seq. ("NEPA"). o

AGREEMENT:

NOW THEREFORE, in consideration of the covenants and agreements contained
in this Agreement and for other good and valuable consideration, the receipt and sufficiency of
which the Parties hereby acknowledge, the IID and the Authority agree that the terms and

‘conditions of this Agreement are as follows:

' Copies of statutes referenced in this Agreement as "in eﬁ‘ect on the Execution Date" ar

attached as Appendix 1. . -
. 2.

RECITALS




ARTICLE 1

DEFINITIONS AND RULES OF CONSTRUCTION

11 Definitions. As used in this Agreement, the following terms. have the

following meanings.

(a)  Actual Wheeling Rate. The rate per AF paid to MWD by the
‘Authority for wheeling water from Lake Havasu to the Conveyance Path Terminus, '
calculated by dividing the Agreement Year annual total of all required payments {inclusive
of any Supplemental Wheeling Charges, exclusive of any fixed costs, and net of any
benefit credits) by the difference between the total Agreement Year annual volume of
Conserved Water transferred by the [ID to the Authority less any Conveyance Losses
from Lake Havasu to the Conveyance Path Terminus. .

(b) . Addi;ional Ava.ilable Water. As defined in § 3.2(a).
' (c) Adjunct Contract. As defined in § 3.2(d). |

(d) Adminis tgg;ﬁe Committee. As definedin § 17.1.

(e)  Advisor. Asdeﬁnediﬁ§ 172. |

(®  AF. Acre-foot, 5 measure of Qolufne.

(g)  AFY. Acre-feet ber year.

(h)  Agreement Year. Other than with respect to Agreement Year 1,
_ an Agreement Year comprises one Calendar Year, commencing on January 1 and -
terminating on December 31. Agreement Year X is also sometimes referred to more
briefly as "Year X." Except where otherwise stated or where the context obviously
requires otherwise, Year X refers to Year X of the Initial Term.

_ (i) - Agreement Year 1. The period commencing on the Initial
‘Transfer Date and terminating on December 31 of that same Calendar Year, or the .
following Calendar Year, as determined by the following sentences. If the Initial Transfer

" Date is on or before June 30, Agreement Year 1 terminates on December 31 of that same

Calendar Year. If the Initial Transfer Date is on or after July 1, Agreement Year 1

. terminates on December 31 of the following Calendar Year. Thus, the length of

Agreement Year 1 may vary from approximately six (6) to eighteen (18) months, but in all

events Agreement Year | terminates at the end of a Calendar Year. - '

- @ All-American Canal. The canal and appurtenant works from
Imperial Dam to the Imperial and Coachella Valleys authorized as a component of the
Boulder Canyon Project Act. . . .

(k) Annexation Chﬁggg_ . As defined in § 5.1(a).
3 B |
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()  Applicable Discount Rate. As definedin § 5 1(b):

- {m) Assignment. Any sale, gift, pledge, hypothecation, encumbrance,
or other transfer of all or any portion of the rights in or arising from this Agreement to any
person or entity (excludmg such a transfer by operation of law), regardless of the legal
form of the transaction in which the attempted transfer occurs.

(n)  Authority Environmental Cost Ceiling. A cost that does not

exceed in amount one million dollars ($1,000,000) (Eﬁ'ective-Date Dollars). -
(o) . Authong: Shortage As defined i in § 5.1{c).

(p) _@.EMP_"_C_ As defined in § 5. l(d)

- {(q) Base Wheeling Rate The calculated rate per AF for costs
incurred by MWD from the Authority's wheeling Conserved Water from Lake Havasu to
the Conveyance Path Terminus, calculated by the Agreement Year annual total of ail -
Reach Wheeling Charges divided by the difference between the Agreement Year annual
“volume of Conserved Water transferred by the IID to the Authority and any Conveyance
Losses from Lake Havasu to the Conveyance Path Terminus. An exampie of the method
and calculation of the Base Wheeling Rate is included in Exhibit A. -

' (318 ggchm;rk Date. January 1 of the same Calendar Yea: as the last
day of Agreement Year 1. _

(s) Best Avadggle MWD Inforx_n tion. To the extent a term or

condition under this Agreement requires the utilization of information or data, the source
for which is MWD, such information or data must be equally available to or verifiable by -
“both Parties. If such required information or data is not available from MWD in the form,
- for the time period, for the specific Conveyance Path Reach, or in the detail required by
the Agreement or desired by the Parties, then the Parties agree that the best available
information from MWD or otherwise that fairly discloses a reasonable estimate of the-
required information or data shall be utilized.

) BOR. Bureau of Reclamation. -

(u)  Business Day. A day that is not a Saturday, Sunday, or federal or
Ca.hforma state iegal hohday

. (v). Cglendar Year. The year runnmg from January 1 through
- December 31.

(w) Q_EQA As defined in Recital K.

(x) Coachella ang The branch of the All-American Canal leadmg
. from the All-American Canal to the CVWD semce area authorized as a component of the
Boulder Canyon Project Act.

de
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(y)  Colorado River Aqueduct. The canal and appurtenant facilities
used to divert Colorado River water from Lake Havasu to Lake Mathews in- the MWD
_ service area. . :

(2) Competing Proposed Transaction. As defined in § 4.4(b)'1

- (aa) Conserved Water. Water, or the right to the use of water, that
may be sold, leased, exchanged, or otherwise transferred under § 1011(b) of the California
Water Code as in effect on the Execution Date. _

_ (ab) Consumer Price Index or CPI The Consumer Price Index for all
Urban Consumers (Los Angeles-Anaheim-Riverside, California; All Items, Base 1982-84
= 100), as published by the United States Department of Labor, Bureau of Labor
Statistics. If the publication of the Consumer Price Index is discontinued, or if the
Consumer Price Index is altered in some material manner, including changing the name of
the index, the geographic area covered, the consumers or workers so included, or the base

- year, the Parties must use their reasonable best efforts to agree on a substitute 1ndex or

procedure that reasonably reflects and monitors consumer prices.

(ac) - Contractmg Landowner. A Landowner that has contracted with
" the IID to undertake Water Conservation efforts and reduce its use of Colorado River
" water. ' :

(ad) Qontribgtﬂ Power. As defined in § 1.1(ai).

| (ae) Qenvexange Loss. The actual loss of water to evaporation, |
seepage or other similar cause resuiting from transportation of the Conserved Water from
Lake Havasu to the Conveyance Path Terminus.

~ (af) Conveyance Path. The water conveyance facilities belonging to
~ the MWD and necessary to be utilized to convey Colorado River water from Lake Havasu

to the Conveyance Path Terminus.

S - (ag) Qgg ¢yance Path Capital Costs. 'I'he a.mortxzed amount of the
net book value for the Agreement Year of the MWD facility(ies) for a specific

Conveyance Path Reach for its remaining usefui life, based on the most recent estimate of
" MWD's historical weighted average cost of capital, divided by the Conveyance Path Reach
Capacxty mulnphed by the Reach Quantity.

(ah) Qgg eyance Path Qpegngn and Mgmtenagce Costs. The

~ actual operation and maintenance costs incurred by MWD for the Agreement Year for the
- facility(ies) for a specific Conveyance Path Reach dmded by the Conveyance Path Reach
Capacity multiplied by the Reach Quannry

(ai) Conveyvance Path Power Costs. The actual incremental power
~-costs incurred by MWD for the Agreement Year to wheel the Reach Quantity along the -

. 8-
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- Conveyance Path Reach, including a reasonable credit for any o&'settiﬁg benefits, such as
the value of power generated by the conveyance of the Reach Quantity, unless

(i) either Party arranges to make available to MWD the =
quantity of power needed to wheel the Reach Quantity at terms cheaper than -
MWD's incremental power costs ("Contributed Power") ; and’

(i)  .the provision of any such Contributed Power is an in-lieu
payment of MWD's incremental power costs; '

"The calchlation of any reasonable credit for the power generated by the wheeling of the '
Reach Quantity shali not be affected by the provision of any Contributed Power.

_ (aj) Conveg' ance Path Reach. Each segment of the Conﬁeyance Path
identified in the Wheeling condition provisio:_l of §§ 7.1(eXi) and 8.1(e)(iii).

(ak) Convevance Path Reach Capacity. The total aggregate rated

~ capacity fora Conveyance Path Reach. _

. (a) Conmveyance Path Rgnlacemén; Costs. Replacement costsas -
‘defined in Water Code § 1811(d), as in effect on the Execution Date, and calculated as the :

amortized costs of MWD for the Agreement Year for actual purchases and expenditures

for the useful life of replacement investments for a specific Conveyance Path Reach, based

on the most recent estimate of MWD's historical weighted average cost of capital, divided
by the Conveyance Path Reach Capacity muitiplied by the Reach Quantity.

(am) Conveyance Path Terminug. The point in northern San Diego
County near the San Luis Rey River at which water being delivered by MWD to the
~ Authority leaves pipelines or facilities operated or controlled by MWD and enters
pipelines or facilities operated or controlled by the Authority.

(an) Cover Cghtrggt.‘ As definedin § 11.4. .
(ap)  Cover Water. As defined in § 11.4.

(ap) Critical Year. A Critical Year is the lowest hydrological -
availability condition of the Sacramento Valley Water Index as determined on an annual
basis by a report prepared by the California Department of Water Resources. The
 hydrological condition from most plentiful to least plentiful are Wet, .Above Normal,

- Normal, Below Normal, Dry and Critical. - ’

' o (ag) ~ CVWD. Coachella Valley Water District, a county water district
organized under the California County Water District Law, codified at § 30000 et seq. of

the California Water Code. -

(ar) Delggg;ion. Any sale, gift, pledge, hypcthecatidn, encumbrance, or
 other transfer of all or any portion of the obligations or liabilities in or arising from this

-6~
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~ Agreement to any person or entity (excludmg such a transfer by operation of law)
- regardless of the legal form of the transaction in which the attempted transfer occurs

(as) M. As defined in Artic:le 17,

" (at)  Dispute Panel Asdefinedin § 17.6.
{au) Drought Transaction. As defined in § 3.2(&).
(av) Due Date As definedin § 6 1(a).

(aw) Effective Date. The date on which (i) compliance with CEQA and
'NEPA has been accomplished, and (ii) all conditions to the Parties’ obligations hereunder
as set forth in Articles 7 and 8 below have been satisfied or waived, at which time the {[D
shall be obligated to transfer Conserved Water and the Authority shall be obligated to pay
for the transfer of Conserved Water, as set forth in the Agreement. '

(ax) Egtwe-ggtg Dollars. That nominal doilar amount which, when
adjusted based on the Consumer Price Index, is equivalent to the specified dollar amount
“in the Agreement measured as of the Effective Date. The adjustment is calcu}ated '
accordmg to the following formula

CPl»
CPIL,

Nonﬁnal-DoI]ar Amount = Snnn(Effective-Date Dollars) x

Where:
CPL is the Consumer Price Index pubhshed dunng the thirty days (30) before the
Effective Date, and

| CPI, is the Consumer Price Index published dunng the thxrry days (30) before the
apphcab]e adjustment date, and

$nnn(Effective-Date Dollars) is the amount stated in the Agreement.

- Suppose, for exampie, that the applicable provision requires payment of one million
doliars ($1,000,000) (Effective-Date Dollars). Assume further that CPL is 161.5, and that
- CPl,is 172. The actual amount that must be paid is:

172.0

$1,065,015.48 = $1,000,000 x
: ' 16135

(ay)  Eligibility Criteria. As defined in § 5.1(f).
(az)  Eligible Transaction. As defined in § 5.1(g). |
(ba) Environmental Decision Date. The date when all notices of

exemption, notices of determination and records of decision pursuant to CEQA or NEPA,
to the extent requlred in order to implement activities under this Agreement in comphance

-1-
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w;th CEQA and NEPA, have been properly issued and filed, and all legal challenges
thereto (if any) have been finally resolved.

(bb) Eveﬁt of Default. As defined in §§ 151 and 15.2 |

(bc) Event Constituting-An Emergency. An event which, if not
promptly resolved, may result in imminent danger to the public health, safety or welfare.

S (bd). Excluded Connection Maintenance Charges. Aé defined in
§ S.1(h). - - | |

(be) Excluded Property Tazes. As defined in § 5.1(i).

(bf) Execution Date. The date on which the Parties have signed this -
 Agreement. If the Parties sign on different dates, the Executlon Date is the date on which:
the later-to-sign Party has signed the Agreement

(bg) Final Order of Approval. The order declszon or other action
(collectively "order") issued by the SWRCB or the BOR satisfying the Approval

Conditions of §§ 7.1(d)(i) and (ii) and 8.1(d)(i) and (ii) below, if judicial review of such
order is not timely sought; and if judicial review is timely sought, then the final
nonappealable order entered by any reviewing court. -

_ (bh)  Flood Control Release. The release of water from Lake Mead and
the operation of Hoover Dam for flood control purposes pursuant to the reservoir :
operating criteria specified in the February 8, 1984 Field Working Agreement between the -
U.S. Army Corps of Engineers and the BOR, and the U.S. Army Corps of Engineers
regulations contained in 33 Code of Federal Regulations 208.11, as in effect on the’
Execution Date. :

- (bi) Fun lamental _hah . As defined in§5.1(j).
o) ntal Change Date. As defined in § 5.1(k).

- (bk) D Eavironmental Cost Ceiling. A cost that is.not of a
magnitude that might exceed fifteen million dollars ($15,000,000) (Effective-Date
Dotlars), as determined solely by the IID through the exercise of its complete discretion.

, () DND/MWD 1988 Agreement. The 1988 agreement between the
IID and the MWD, as amended by the 1989 Approval Agreement between the 1D,

- MWD, CVWD and the Palo Verde Irrigation District, for the transfer of water from the
[ID to the MWD. ' :

(bm) D Safe Harbor Quantity. As defined in § 4.4(2)(i).
(bn) [ID Senior Water Rights. As defined in Recital "B.”

-8 .
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.§ 5.1(m).

(bo) [Initial Term. As definedin § 4.1(2).

(bp) Initial Transfer Date. The date that is one hundred eighty (180)
days after the Effective Date, even if that one hundred eightieth (180th) day is not a

- Business Day.

(bq) Interim Agricultural Water Service Charges. As defined in
§ 5.1(1). _ : ) _ _

(br) Landowner. A legal owner of real property located within the

| jurisdictional boundary of the IID.

_(bs) ~Last Best Offer. As defined in § 4.4(d)(1).

(bt)  Late Payment Charge. As defined.in § 6.3.

(bu) Lower Colorado River Basin Those parts of the states of

" Arizona, California, Nevada, New Mexico, and Utah within and from which waters

naturally drain into the Colorado River System below Lee Ferry, Arizona; and parts of
said states located without the drainage area of the Colorado River System which are now

" or shall hereafter be beneficially served by water diverted from the System below Lee

Ferry, and the California counties of Imperial, San Diego, Riverside, Orange, San
Bemardino, Los Ang_eles and Ventura. - s '

(bv) Material Change. As defined in § 4.2(c).. o
(bw) Minimum Qualifving Transaction Threshold. As defined in
(bx) Mutual Aid. Action(s) undertaken by the Authority to supply -

water to any public water supplier in need of water as the result of an Event Constituting
An Emergency, natural disaster or system or facility failure. ' '

. (by) MWD, Metropolitan Water District of Southern California,
organized under the Metropolitan Water District Act, as amended, codified at § 109-1
et seq, of the Appendix to the California Water Code. - - o

‘(bz) MWD Billing Period. As definedin § 5.1(n).
(ca) MWD Full Water Rate. As defiried in § 5.1(0).
“(cb) "N" Year Rolling Average As definedin § 5.1(0).
" (cc) NEPA. Asdefined in Recital K. |

(cd) Neutral County. As defined in § 16.3.

9-
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(ce) New Agfeement Price. ‘As defined in § 5'.3(b)(vii). _
{cf) " New Direct Property Charges. As defined in § 5,l(r).

(.cg) Non-Volume-Sensitive Charges. As defined in § 5 1(s).
(ch)  Notice of Dispute. As defined in § 17.4.

(ci) - Notice of Exercise of Right of First Refusal. ‘As defined in

§1L30).
| (<j) thice of Impending Shortage. As definedin § 11.2.
('ck). -Nogice of Material Changg' As deﬁded in § 4.2(c). |
(cl)  Notice of Reduction Amount. As defined in § 4. 3(b)
~ (cm) | Notice gf Regewal As deﬁned in § 4. Z(b)
§ 1360 (cn)  Notice Qf Right to Ex ggglse Rxght of Flg; Refusal As defined in .
11.3(a). '

(co) | Noticg of Waiver. As deﬁned in § 3.2(c)vii)
(cp) Notice to Acquire. As defined in § 3.2(0)().
(cq) Notice to Transfer. As defined in § 3.2(c)(i).

(cr)  Offering Party. As defined in § 4.4(b)

B (cs) PCC. The Program Coordinating Committee established pursuant
to the [ID/MWD 1988 Agreement. :

(ct)  Price Mg termination Value. As defined in'§ 5.3(b)('vi). l

(cu) Primary Transfer Water. The amount of Conserved Water
transferred, starting with Agreement Year 1 and increasing by twenty thousand (20,000)
AFY to and mcludmg the Stabilized anary Quantity.

- . (cv) ted Ave nny lTr nsfers from Qualifyving
Transactions. As definedin § 5.1(u). '

(cw) Property Tax Rate Limit. As defined in § 5.1(v).
(cx) Qualifving Criteria. As defined in § 5.1(w).
(cy) ._ Qualifving Transaction. As defined in § 5.1(x).

~10=
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. .. | | - (cz)

gach Quantlg The volume of Conserved Water wheeled

through a specific Conveyance Path Reach taking into account actual Conveyance Losses-
for that Conveyance Path Reach.

(da)

Reach Wheelmg Charge. The charge for each specific

Conveyance Path Reach determined by the sum of the Conveyance Path Capital Costs,
Conveyance Path Replacement Costs, Conveyance Path Operation and Maintenance Costs
and Conveyance Path Power Costs for that Reach. :

(db)

(de)

dd)

(de)
(df)
(dg)

(@

e

(dj)

Recxcled Water Servnce Charg_ As deﬁned in § 5. l(y)

Rgductlon Amount As defined in § 4, 3(a)

Renewal Term As defined in § 4 1(b).

Replacement Water Rate As defined in § 5.1(z).

' Reguest For A Price Redetermination. As defined in § 5.3(c).

Responding Party. As defined in § 4.4(b). - e

_Righi of First Refusal Cap. As deﬁned in § 4.4(5}(i). |

Secasonal Storage Service Charges. As defined in § 5.1(aa).
Secretary. The Secretary of the Department of the Interior of the

United States, and duly appomted successors, representatives and others with delegated

.. authority.
- {dk)
- (dh

Settling-Up Date. As defined in § 6.1(c).

, §Ming—!}g Paxmeng. As deﬁned in§ 6. l(c).

(dm) Shadow Period. As defined in § 4.4(c).

(dn)
(do)
(dp)
(dq)
(dr)

® @ w

S_rtuﬁm As defined in § 11.3.
§ ortage Premium. As defined in § 5.1(ab).

Shortage Premium Period. As defined in § 5.1(ac).

Shortage Premium Table As defined in § 5.1(ad).
Stabilized Primary Quantity. Asdefinedin§3.1.
State Water Project. The water rights and facilities acquired or

constructed pursuant to the Central Valley Project Act, Water Code § 11100 et seq. and
" the State Water Resources Development Bond Act (Burns Porter Ac_:t), Water Code
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§ 12930 et seq. The facilities include the Oroville and upstream reservoirs, an aqueduct
- system from the Sacramento-San Joaquin Delta to termini in the North and South San

- Francisco Bay area, the San Joaquin Valley, the Central Coast and Southern California,

" miscellaneous water conservation, flood control and drainage facilities;, power generation,

transmission and Davis-Grunsky act water development projects (Water Code § 12880 ¢t

seq.).

~ (dt)  Subsequent Environmental Mitigation Date. The date after the
Environmental Decision Date on which additional environmental mitigation 1s required as

a result of post-Effective Date unanticipated environmental consequences.
(du) Supplemental Agreement. As defined in § 11.2(b).

_ ('dv). Supplemental Wheeling Charge. The payment by the Authonty
to MWD as a joint [ID/Authority contribution to any MWD off-stream storage program

for Colorado River water. The amount of the Supplemental Wheeling Charge shall equal
the Supplemental Wheeling Rate, multiplied by the quantity of any Flood Control Releases
_available for diversion by MWD that were not diverted by MWD into the Colorado River
Aqueduct in that month because the Authority wheeled Conserved Water through the
- Colorado River Aqueduct in that month

(dw) Supp gmgntal Wheeling Rate. The component of the Actual
Wheehng Rate for charges imposed by the MWD on the Authority for wheeling

Conserved Water from Lake Havasu to the Conveyance Path Terminus when the monthly
capacity of the Colorado River Aqueduct is less than the sum of: .

(i) The quantity of Conserved Water, if any, the Authonty :
wheels through the Colorado River Aqueduct in that month; plus

(i) - The quantity of water diverted by MWD from the Colorado
River in that month under (A) its 4th priority entitlement and (B) pursuant to the '
I]DIMWD 1988 Agreement; plus ' '

(ii)  The quantity of any Flood Control Releases available for
-dwerston by MWD in that month. :

(dx)* SWRCB. California State Water Resources Control Board

dy) . __mmt.o_ Asdeﬁnedm§5 1(ae).

(dz) reasury Rate. The interest rate on six (6) month constant

matunty uUs. Treasury securities, as announced in Federal Reserve Statistical
- Release H.15 (Selected Interest Rates). If the publication of Federal Reserve Statistical

Release H.15 is discontinued, or if the Treasury Rate is altered in some material manner,

including changing the name of the rate or the securities measured in the rate, the Parties

must use their reasonable best efforts to agree on a substitute rate that reasonably captures
-the same factors, such as risk, duration, and matunty.

: -12-
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: . _ | o (ea) - Treated Water Charges As defined in § 5 1(ag)

. (eb) Undwerted Conserved Water. The difference between one-
twelfth (1/12) the Agreement Year quantity of Conserved Water to be transferred by the
" [ID and the quantity actually diverted in any month by the Authority. '

(ec)  Untreated Full Service Wet_er Rate As defined in § S 1.(ah)_
(ed) Vintage As definedin § 5.1(ai).
(ee) Volume-Sensitive Charges. As defined in § S_.l(aj)._

: (efy Water Conservation. As deﬁned in § 1011(a) of the California
Water Code, as in effect on the Executlon Date

(eg) Water anllg Terminus. The location at Lake Skinner where
the quahty of water inflow to Lake Skinner is measured.

(eh) Water Quality Transggtlon As defined in § 3.2(e).
1.2~ Rules of Construction and Word U sage. Unless the context clearly

requires otherwise:

. . e : : () The Recna.ls to this Agreement are a part of this Agreement to the
‘ same extent as the Articles; _ _ '

(b)  The Exhibits attached to this Agreement are mcorporated by
: reference and are to be considered part of the terms of this Agreement; - -

(c) The plural and smgula.r numbers include the other;
- (d) 'l."he masculine, feminine, and neuter genders include the others,
"(e)  "Shall," "will," "must," and "agrees" are each mandatory,

® "May" is permissive;

(g) "Maynot"is prehibitory;

(h) "Or"isnot exclﬁsive;

@ "Includes" and "including” are not limiting; and

() "Between" includes the ends of the identified range.

Cel3-
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ARTICLE 2.

" BASIC PROVISION
Subject in all events to the terms and conditions‘of this Agreement. -

_ (a) The IID may undertake and agrees to contract with Landowners to
undertake Water Conservation efforts in order to reduce the diversion (less return flows)
of Colorado River water by the IID.

(b) ThellD _agfe_é:_é to transfer Conserved Watér to the Authonty. .

(c)  The Authority agrees to pay the IID for the Conserved Water so
transferred. ' ' ' ' _

(d) . The IID and the Authonty agree that at the termination of the
Agreement neither the terms of the Agreement nor the conduct of the Parties in
performance of the Agreement confers upon the Authonty any legal or equitable right to -
the Conserved Water, other than by right of first refusal provided in Article 4 below.

ARTICLE 3
QUANTITY

3.1  Primary Transfer. The quantity of Conserved Water transferred during
Agreement Year 1 shall be twenty thousand (20,000) AFY. The quantity transferred will increase
by twenty thousand (20,000) AFY each year thereafter until the "Stabilized Primary Quantity" is
reached. The "Stabilized Primary Quaantity” is that quantity between one hundred thirty
thousand (130,000) AFY and two hundred thousand (200,000) AFY, that the IID determines to
make available, in its complete discretion. The IID must give notice to the Authority of the
- Stabilized Primary Quantity no later than the end of the sixth (6th) month following the
- satisfaction of the Contracting Landowner conditions of §§ 7.1(c)(ii) and 8. 1(c)(i). Ifthe IID
fails to give timely notice, the Stabilized Primary Quantity will be two hundred thousand
(200,000) AFY. The [ID may not change the quantxty of the Stab:hzed Primary Quantlty once the
amount has been established. _

_ 3 2 Discretionary Additional Transfers. Subject to the prows;ons of this
secnon, (i) if D wishes to transfer "Additional Available Water," it must offer that-Conserved
Water first to the Authority, and (ii) if the Authority wishes to acquire additional water froma
~ third party other than MWD, it must offer to purchase Conserved Water first from the IID, up to

the "Additional Available Water” quantity. o

. (a)  Additional Available Water. "Additional Available Water”
means that quantity of Conserved Water, if any, up to a maximum of one hundred
thousand (100,000) AFY, that the [ID determines, in its complete discretion, except as
limited in this § 3.2, to make available under this Agreement. Once the IID has identified
a quantity of Addmonal Available Water available to the Authority under this Agreement,
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: l such quantity may not be reduced. The quantity of Additional Available Water, if any, is

- independent of the Stabilized Primary Quantity transferred under § 3.1. ‘Additional
Available Water does not include: ' - '

: (i)  Water, in the quantity specified in the following sentences, .
that the IID transfers to MWD or CVWD under the IID/MWD 1988 Agreement.

" The quantity of water excluded from Additional Available Water in the preceding
sentence is that quantity of water being transferred to MWD or CVWD as of the
Execution Date plus any increases resulting from PCC determinations (both terms
on an annualized Calendar-Year basis); or :

(i)~ Water conserved from the All-American Canal or Coachella -
Canal. : '

(b) - Price. The price for Additional Available Water will be the same -
price as for the Primary Transfer Water transferred under § 3.1 concurrently. - '

(c) Procedure. The transfer of Additional Available Water shall
proceed as follows: ' _ -

- : S ()  Notice to Acquire; Notice to Transfer. On or after
. ' L January 1 of Agreement Year 4, the Authority may give a notice of its desire t0

obtain Additional Available Water ("Notice to Acquire"), and the [ID may give a
notice of its desire to transfer Additional Available Water ("Notice to Transfer").
‘The Notice to Acquire and Notice to Transfer must contain the terms of the '
desired quantity, transfer start date, period over which the transfer would increase. .-
from the minimum to the maximum and any environmental, transportation.
SWRCB approval, BOR approval or Landowner participation conditions.

~ (#)- Response to Notice Meet and Confer. The Party not giving

the Notice to Acquire or Notice to Transfer must either accept the terms and
conditions contained in such Notice, respond with a counter-Notice containing
alternative acceptable terms and conditions, or meet and confer with the Party
giving the Notice in order to determine whether mutually acceptable terms and
conditions can be negotiated. The Parties have six (6) months from the giving of

- the earliest Notice to Acquire or Notice to Transfer to reach an agreement on the
terms and conditions for the transfer of Additional Available Water or the Notice
will be deemed rejected. ‘

(i) = Condition Removal. Should the Parties agree that the
transfer of Additional Available Water may be conditioned on the satisfaction of
environmental, transportation, SWRCB approval, BOR approval or Landowner

' o participation conditions, the period for satisfaction of such conditions may not be
. : longer than twenty-four (24) months from the date that the Parties reach
: ' ' agreement on the terms for transfer of the Additional Available Water. The Parties
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: . | agree to proceed with reasonable diligence and use reasonable best efforts to
' - satisfy any conditions for which a Party has accepted responsibility.

(v)  StartDate The first day that Additional Available Water
may be transferred to the Authority is the later of:

(A) ~ January | of Agreement Year 11; or

(B)  Six (6) months after the satisfaction of the last.
remaining condition referenced in § 3.2(c)(iii) above.

(v)  Transfer Quantity Schedule. The period over which the

| quantity of Additional Available Water increases from its minimum to its maximum _
quantity may be no shorter than two (2) years and no longer than ten (10) years.

(vi) Term. The term oftransfer of Additional Available Water
must end concurrently with the Initial Term and any Renewal Term. ' '

_  (vii)-  Waiver of Right to Acquire or Transfer. The failure of the
Parties to negotiate acceptable terms and conditions for the transfer of Additional
- Available Water shall entitle the Party sending a Notice to Acquire or Notice to
. _ _ Transfer to give a "Notice of Waiver" which results in both Parties relinquishing
. ' any further rights or obligations under § 3.2 with respect to Additional Available
i ' Water. Ifall of the agreed upon conditions for the transfer of Additional Available
Water are not satisfied or waived, either Party shall be entitled to give a Notice of
Waiver which results in both Parties relinquishing any further rights or obligations
under § 3.2 with respect to Additional Available Water, provided the Party sending
the Notice of Waiver proceeded with reasonable diligence and used reasonable
best efforts to satisfy any condition for which it had accepted responsibility. _
Unless a Party sends a Notice of Waiver, the rights to Additional Available Water
are unaffected and shall continue until the end of the Initial Term.

: (d)  IID Carve-Out. The [ID has the right to carve-out from
Additional Available Water water that it transfers to MWD or CVWD in connection with

_ the execution of a contract with either of those entities ("Adjunct Contract"). Therefore,
the amount of Additional Available Water potentially available to the Authority is up to.
one hundred thousand (100,000) AFY less the amount transferred to MWD or CVWD
pursuant to an Adjunct Contract. This right to carve-out for MWD or CVWD additional
Conserved Water is subject to the following restrictions: '

() = Theright to execute an Adjunct Contract terminates at the
end of Agreement Year 7. '

e : (i)  The transfer of water under an Adjunct Contract may not

. : reduce the quantity to which the Authority is already entitled, as either the
Stabilized Primary Quantity or as Additional Available Water. That is, once the
IID has specified a Stabilized Primary Quantity or quantity of Additional Availabie
' -16- ' _ _
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| . _ . Water available to the Authority, neither quantity may be reduced. Furthermore, a

- S carve-out for MWD or CVWD may not in any way impact the wheeling of [ID
transferred Conserved Water by the Authority from Lake Havasu to the
Conveyance Path Terminus. '

_ A (i)  The IID may not transfer any water to MWD under an
Adjunct Contract until the wheeling conditions, §§ 7.1(e) and 8.1(¢), have been’
satisfied or waived. '

(iv)  Any Adjunct Contract with MWD must either:

(A)  Contain, or provide for the concurrent delivery of, a
permanent waiver of all existing legal disputes related to the approval
conditions under the Agreement, §§ 7.1(d) and 8.1(d), including disputes

" regarding waste, unreasonable use, forfeiture, equitable apportionment,
legality of transfer and legality and sufficiency. of verification method, or

) B) Reciuire that the price per AF that MWD pays
during any Agreement Year is greater than or equal to the price that the
Authority pays during that same Agreement Year. :

(v}  Any Adjunct Contract with CVWD must contain CVWD's
. - covenant that it may not transfer the water received, directly or indirectly (for
- - example, by exchange), for use outside CVWD's jurisdictional boundaries.

(vi)  Within five (5) days of the [ID Board approval ofan
Adjunct Contract, the IID shall deliver to the Authority a copy of the Adjunct
" Contract and any other information necessary to demonstrate satisfaction of the
Adjunct Contract restrictions of § 3.2(d)(i)~(v). The Authority shall have thirty
(30) days from such notice to approve or file an objection with the Administrative
- Committee. Failure to timely file an objection shall be deemed approval. If-a
timely objection is filed, the Adjunct Contract shall not commence until the
_objection is finally resolved pursuant to the provisions in Article 17.

: (e) Authority Exclusions. The Authority's obligation to first offer to
purchase Conserved Water as Additional Available Water from the IID before acquiring
‘water from a third party other than MWD does not apply to the following transactions
("Water Quality Transactions" and "Drought Transactions"): - - :

(1) Water ity Transactions. A Water Quality Trarisaction
must satisfy all the following criteria: ' _

: (A} The Authoﬁfy must take delivery of the Water
Quality-transferred water at Lake Skinner;, - S
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(BY The Authority' must not exchange the Water
Quality-transferred water for receipt of any other water between Lake
Skinner and the Conveyance Path Terminus, :

‘ (C)  The total dissolved solids ("TDS") of the Water
Quality-transferred water as measured at the Water Quality Terminus at the
end of every Calendar Year quarter must be less than or equal to four '
hundred (400) parts per million ("ppm"); :

" (D) The TDS of the Water Quality-transferred water at
the Conveyance Path Terminus at the end of every Calendar Year quarter
must be less than or equal to the TDS of the Conserved Water transferred
by the IID to the Authority under this Agreement, as measured at Lake
Havasu; ' ' - -

~ (E)  The annual quantity of Water Quality-transferred
water received by the Authority as measured at the Conveyance Path
Terminus, when aggregated with all other Water Quality-transferred water
from Water Quality Transactions, does not exceed the following schedule: '

: () " Execution Date to Ag.ree_ment'Year
- twenty thousand (20,000) AF Y . | _

_ (2)  Agreement Year 2 - forty thousand
© (40,000) AFY . L

7 (3) Agreement Year 3 - sixty thousahd'
(60,000) AFY 3 -

: - (4 Agreement Year 4 - eighty thousand
© (80,000) AFY |

\ (5)  Agreement Year 5 - one hundred thousand
(100,000) AFY - |

. {6) . Agreement Year 6 to end of Initial Term -
one hundred thousand (100,000) AFY; and

(F)  The wheeling rate to be paid by the Authority must
be no more than would be calculated utilizing the methodology of
the Base Wheeling Rate until either the satisfaction of the wheeling
conditions contained in §§ 7.1(e) and 8.1(e) of the Agreement or
two (2) years from the Execution Date, whichever is earlier, and -

 thereafter no more than would be calculated utilizing any lawful
wheeling rate methodology.
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(i)  Drought Transactions. Water acquired ina Drought

Transaction must be under a contract that is:

(A)  Executed after (1) a declaration by the Secretary of
a.shortage condition for the Lower Colorado River or (2} a monthly
projection by the California Department of Water Resources of a Critical.
Year and which contract requires delivery of all contracted for water within '
two (2) years from execution; or S

(B)  Executed before (1) a declaration by the Secretary
of a shortage condition for the Lower Colorado River or (2) a monthly
projection by the California Department of Water Resources of a Cntical
Year but which contract provides for delivery of water only after and -

during a shortage condition on the Lower Colorado River or during a
Critical Year;and -~ - _ _ _ :

(C).  Under either (A) or (B) above, the wheeling rate to
be paid by the Authority must be no more than would be calculated
utilizing the methodology of the Base Wheeling Rate until either the )
. satisfaction of the wheeling conditions contained in §§ 7.1(e) and 8. 1{e) of
- the Agreement or two (2) years from the Execution Date, whichever is
earlier; and théreafter no more than wouid be caiculated utilizing any lawful
wheeling rate methodology. : '

(iii)  Within five (5) days of the Authority Board approval of a
contract for a Water Quality Transaction or a Drought Transaction, the Authority
shall deliver to the IID a copy of the contract and any other information necessary
to demonstrate satisfaction of the applicable restrictions of § 3.2(eX(i) or (ii). The
[ID shall have thirty (30) days from such notice to approve or file an objection, and
unless the Water Quality or Drought Transaction is in response to an Event x
~ Constituting An Emergency, such objection shall be filed with the Administrative

" Committee. Failure to timely file an objection shall be deemed approval. 1fa

timely objection is filed, the Water Quality Transaction or Drought Transaction
shall not commence until the objection is finally resolved pursuant to the provisions -
of Article 17, if such Transaction is not in response to an Event Constituting An
Emergency, or if such Transaction is enjoined from commencing under Article 16.

33 Temporary &Tran.sfgr. The Authority has a limited right io re-transfer |

Consérved Water transferred by the ITD. This right is subject to the following terms and

conditions:

(a) No Effgt on OD. The re-transfer may take place 'only if the re-

transfer will not injure the IID.

(b) Mﬁtug Aid. The re-transfer may be done only to lend Mutual -
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(c) Duration. The term of the re-transfer may not exceed twelve (12)
" months, and there may be no consecutive or regiltarly recurring re-transfers. [f, however.
the Mutual Aid condition that justified the temporary re-transfer under § 3.3(b) above has
a continuation duration of more than twelve (12) months, then the [ID may not
‘unreasonably withhold its consent to a re-transfer with a duration of up to twenty- four
(24) months.

: _ (d)  Short-Term Exchange If the Authority exchanges 1ID-
.transferred Conserved Water for MWD-delivered water with MWD or an MWD member-
agency, and if the exchange obligation of each party must be and actually is fulfilled within
a single Calendar Year, then that exchange is not a temporary re-transfer and is not subject
to the limitations set forth above. The term of any exchange agreement is in the complete
discretion of the Authority. :

3.4  Calendar-Year Limitation. The Authority's right to transferred
Conserved Water under this Agreement is not cumulative, and the Authority has no right to any
such Conserved Water that it does not divert within the Agreement Year that it is transferred.
* Thus, if the Authority fails to divert all the Conserved Water to which it is entitled under this .
Agreement in any one Agreement Year, the amount to which the Authority is entitled (and the
amount that the IID is obligated to transfer under this Agreement) in any other Agreement Year is
unaffected.

ARTICLE 4
TERM AND RENEWAL
41 Term.
(a) Initial Term. The period from the Initial Transfer Date to forty- -
five (45) years after the Benchmark Date. If the Agreement is not renewed on the terms
and conditions set forth in this Article, the Agreement terminates at the end of the Initial

Term. If the Agreement is renewed, the terms and condmons of the Agreement other than
§ 4.2 remain in full force and effect. '

(®) Renewal Term. The penod ﬁ'om the explratlon of the Enitial Term
until thirty (30) years after such expiration.

4.2 Renﬂg!.r

(é) Option tg' Renew. 'Subject to the Matenal Change provision in
§ 4.2(c) below, each Party has a unilateral option to renew the Agrecment for the Renewal
Term.

(b)  Timing of Option Exercise. (fthe Atithority' wishes to renew the
Agreement for the Renewal Term, the Authority must give the TID notice of its exercise of
‘renewal option (“Notlce of Renewal") dunng Agreement Year 33, 34, or 35. Ifthe IID
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wishes to renew the Agreement for the Renewal Term, the [ID must give the Auth‘ority'
Notice of Renewal during Agreement Year 36, 37, or 38. '

{c) Notice of Material Change. [rrespective of whether a Party has
" given, or still has the right to give, a Notice of Renewal, either Party may give notice to.
the other that the Agreement will not be renewed beyond the Initial Term as the result of a
_ Material Change ("Notice of Material Change"). For the purposes of this § 4 2(c),

" "Material Change" means that the access to available conveyance facilities and the costs
for transportation of the Conserved Water to the Conveyance Path Terminus during the
" Renewal Term are expected to be materially worse to the Party providing the Notice than
those terms were during the Initial Term. A Party may give a Notice of Material Change
even if it is the Party that has given, or still has the right to give, a Notice of Renewal. A
Notice of Material Change is effective only if given between Agreement Years 35 and 40 -
The 11D or the Authority may respond to a-Notice of Material Change and preserve the
Notice of Renewal by promptly notifying the other of its exercise of its rights to contribute
the additional costs as provided in §§ 7.3 and 8.3 respectively. '

43 Reduction in Quantity During Renewal Term.

. (a) Reduction Amount The [ID may reduce the quantity of
Conserved Water that it must transfer to the Authority, and for which the Authority must
pay, by up to thirty four thousand (34,000) AFY ("Reduction Amount") less than the
Stabilized Primary Quantity plus any Additional Available water being transferred.
Subject to the terms of this § 4.3, this Reduction Amount goes into effect when the
Renewal Term commences. . :

: _ (b)  Notice. In order to reduce its transfers to the Authority by the
Reduction Amount, the ITD must, during or before Agreement Year 40, give "Notice of '
the Reduction Amount" which Notice shall include the amount of the Reduction Amount
and the IID's projection that existing or future municipal or industrial demands warrant the
Reduction Amount. ' :

_ (c) anQitiog;. The [ID may reduce its transfers by the Reduction .
Amount only if: | o . ' ' '
) The [ID/MWD 1988 Agreement has expired or terminated,
or will expire or terminate by the date on which the Renewal Term commences,

(i)  The IID has not, as of the date on which the Renewal Term
commences, transferred Conserved Water created under the IID/MWD 1988
Agreement for use outside of Imperial County; and

(i)  The Reduction Amount will not be used or transferred for
use outside of Imperial County. . :
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(a)  Analysis of Transfers During Agreement Year 63, Year 18 of
" the Renewal Term. No later than January 31 following the conclusion of Agreement

Year 63, Year 18 of the Renewal Term, the Parties must determine the quantities of water
that, during Agreement Year 63: o _

44  Right of First Refusal, - ot o

: (i) The IID is transferring to the Authority under the
Agreement (the "Right of First Refusal Cap"), _

_ (i)  The IID is transferring to third parties, other than the
_ Authority (the "IID Safe-Harbor Quantity"); and :

o (iiiy  The Autherity is acquiﬁng from MWD, projects and third
parties, other than the IID under this Agreement (the "Authority Safe-Harbor .
 Quantity"). a . . _

(b) ompeting Proposed Transaction. A proposed Transaction in
which a Party makes a firm offer to, or enters into an agreement with, a third party to
- acquire (in the case of the Authority) or transfer (in the case of the IID) water, is referred
to as a "Competing Proposed Transaction.” In order to be considered a Competing
Proposed Transaction, the transaction contemplated by the firm offer or agreement must

- - satisfy the Eligibility Criteria as defined in § 5.1(f), other than the satisfaction of

§ 5.1(f)(iv) regarding being a Noncontingent Transaction and § 5.1(f)(v) regarding the
Reference Date. The Party contemplating the Competing Proposed Transaction is the
* "Offering Party;" the other Party is the "Responding Party.” - -

~ (¢)  Right of First Refusal. If, at any time after the commencement of
Agreement Year 63 and before the end of the period from the expiration of the Renewal
Term until ten (10) years thereafter (the "Shadow Period"), an Offering Party :
contemplates a Competing Proposed Transaction which would cause the [ID to have total
transfers or the Authority to have total acquisitions in excess of the applicable Safe-

" Harbor Quantity, then with respect to that Competing Proposed Transaction, the

Responding Party has a right of first refusal. The Responding Party may compel the
_ Offering Party to consummate the transfer of water with the Responding Party on the
same terms and conditions set forth in the Competing Proposed Transaction. -

(d)  Exercise of Right of First Refusal.
@) Meet-and- Best Offer. During the period

from the commencement of Agreement Year 63 and the conclusion of Agreement
Year 65, the IID and the Authority must meet and confer to see if they can agree
“to terms for a continuation of the Agreement beyond the expiration of the Renewal
Term or agree to terms for a new, superseding agreement. Either Party may make
an unlimited number of proposals for the continued transfer of some or all or more
Conserved Water, and such proposals may be on terms identical to or wholly or
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partly different from those set forth in this Agreement. The last proposal that a -
Party makes is that Party's "Last Best Offer." Either Party may freely reject any
such proposals. If the Parties agree to terms for the transfer of Conserved Water
beyond the expiration of the Renewal Term, then the right of first refusal will be -
automatically canceled and voided. If the Parties do not agree to terms for the
*transfer of Conserved Water beyond the expiration of the Renewal Term, then for .
the duration of the Shadow Period, each Party will have a right of first refusal as to
the other, in a quantity up to the Right of First Refusal Cap. o

(i)  Notice of Competing Proposed Transaction. The Offering
Party must give written notice of the Competing Proposed Transaction to the

Responding Party immediately after the earlier of (A) the execution of the contract
or term sheet for the Competing Proposed Transaction, and (B) the approval of
the Competing Proposed Transaction by the Offering Party's Board. The notice
must include a copy of the contract or firm offer, such other additional information
as is necessary to confirm that the Competing Proposed Transaction satisfies the
Eligibility Criteria, other than as to contractual contingencies, and a per AF
valuation of the Competing Proposed Transaction and the Responding Party’s Last
Best Offer. _ . . -

: (i) Response to Notice. The Responding Party may exercise its
right of first refusal by giving notice of such exercise within ninety (90) days after
the Offering Party gives notice of the Competing Proposed Transaction. Exercise.
of the right of first refusal resuits in a reduction in the Right of First Refusal Cap
by the quantity of Conserved Water covered by the Competing Proposed

Transaction, even if the Parties do not close the new Transaction because of the . -
failure to satisfy a specified contractual contingency. If the Responding Party does
not exercise its right within that ninety (90) day period, then the right of first
refusal expires, but only as to that quantity of Conserved Water covered by the
Competing Proposed Transaction. (For examples, see Exhibit G.) Thus, the
exercise of a right of first refusal or the failure to exercise a right of first refusal
results in a reduction to the Right of First Refusal Cap. '

(iv) WM&W
Inferior To Last Best Offer. Ifan Offering Party contemplating a C ompeting

Proposed Transaction has given a notice of the Competing Proposed Transaction,
and the terms of that Competing Proposed Transaction are inferior to the Offering
Party compared to the terms contained in the Responding Party's Last Best Offer,
then the Responding Party may compel the Offering Party to consummate a
transfer of water on the same terms and conditions set forth in the Competing
_ Proposed Transaction, other than as to the price for the transferred water. Asto
price, if the Authority is the Responding Party, then the price that the Authority

" must pay will be ten percent (10%) less than the price specified in the Competing
Proposed Transaction. If the 1ID is the Responding Party, then the price that the
Authority must pay will be ten percent (10%) more than the price specified in the
Competing Proposed Transaction.
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- (v) . Comparison of Last Best Offer and Competing Proposed
Transaction. In order to compare the terms of the Last Best Offer and a.
Competing Proposed Transaction, and thus to determine whether a Competing
Proposed Transaction is inferior to a Last Best Offer, the Parties must employ the
methodology set forth in § 5.3(b) for determining the per AF value of Eligible '
Transactions and for adjusting for the value of certain Transaction characteristics
like supply reliability, water quality and other factors used in the immediately -
preceding Price Redetermination process. If no Price Redetermination has yet
occurred because of the absence of any of the conditions for commencing a Price

. Redetermination process identified in § 5.3(a), other than the absence of a request
by either of the Parties, then no premium or discount under § 4.4(d)(iv) will be
applicable. : ' '

 ARTICLE S
~ PRICING
51 Pricing Definitions. _
. {a) A.nge;_g' tion Charges. The levy by the MWD of a special tax upon
 taxable property or other charges imposed solely as a condition of an agency or territory
being annexed into the MWD as authorized under §§ 351 and 372 of the MWD Act and

§ 33000 of the MWD Administrative Code, as in existence on the Execution Date or
' thereafter amended or superseded. :
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(b) ~Applicable Discount Rate.

Agr.eement Year |  Discount Rate
1 2500
-2 2389
3 2278
4 2167
5 2056
. 6 1944
7 1833
8- 1722
-9 1611
10 - 1500
11 : 1350
12 _ -.1200
13 1050
14 . ~.0900
15 - 0750
16 - .0625
17 and thereafter - .0500

(6) Authority Shortage. An Authority Shortage exists, other than one -

caused by an emergency as defined in California Water Code § 1811(b) as in effect on the
Execution Date, for any period following the adoption of a resolution by the Authority
Board containing a declaration of a Water Shortage Emergency (pursuant to Water Code
§ 350 as in effect on the Execution Date) and imposing mandatory water conservation
measures or rationing of water deliveries on its member agencies, excluding such -
impositions on interruptible agricultural water. ' :

. {d) Base Clgntract Price. The Base Contract Price shall be determined
by the following formula. - _

{MWD Full Water Rate - Base Wheeling Rate] x [1 - Applicable Discount Rate] +
'50% x [Base Wheeling Rate - Actual Wheeling Rate] - '
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. _ The formula is expressed as the "Base Contract Price equals [the MWD =
Full Water Rate minus the Base Wheeling Rate] multiplied by the difference between [one -
(1) minus the Applicable Discount Rate] plus fifty percent (50%) of the difference '
between [the Base Wheeling Rate minus the Actual Wheeling Rate].” Whether the Base
Wheeling Rate is more than the Actual Wheeling Rate or the Actual Wheeling Rate s

more than the Base Wheeling Rate will determine whether the difference is a positive or =
negative number and thus whether the Base Contract Price will increase or decrease. '

(e)  California Water Market Scale Table.
CALIFORNIA WATER MARKET SCALE

Projected Average Annual Tr&nsfefs Weight of Price
from Qualifying Transactions Redetermination Value
0.24-0.35 MAF ’ 50%
0.36-0.47 MAF : + 53%
0.48-0.59 MAF | - 60%
0.60-0.71 MAF | 6%
0.72-0.83 MAF 73%

- 0.84-0.95 MAF - _ 80%
0.96-1.07 MAF _ . 87%
1.08-1.20 MAF - 93%

- >120MAF 100%

Eligibility Criteria:

()  Eligibility Criteria. Collectively, the following are all necessary '

@ Information Availability. In order fora Transaction to be an
Eligible Transaction, the Parties must be able to obtain a complete copy of the
underlying contract and other information about the Transaction, transferor and
transferee sufficient to evaluate the satisfaction of other Eligibility Criteria.

(i)  Voluntary Negotiated Transactions. The Transaction must
be the result of voluntary negotiations between a willing transferor and a willing
transferee where neither party was compelled or coerced into agreeing to the
Transaction or to any of the terms or conditions of the Transaction. If a voluntary
Transaction has uniform terms and conditions with other Transactions not the
result of independent, arms-length bargaining, then that Transaction and all other
identical Transactions with a Reference Date in the same Calendar Year are to be
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aggregatéd and counted as a single Transaction. See, for examplé; the illustration
involving the 1991 Drought Water Bank contained within Exhibit E.

(i)  Geography. The water or water rights that are transferred
by the Transaction must be capable of being used for domestic, municipal,
industrial or agricultural use within the geographic territory defined as the Lower -
Colorado River Basin. :

: (iv)  Noncontingent Transaction. All contingencies to the
performance by both parties to the Transaction must have been removed before the
start of the Price Redetermination.

(v)  Reference Date. The date that the Transaction became a
bmdmg contract between the parties to the Transaction, which date shall be no
more than ten (10) years prior to the Agreement Year of the start date of the Price
Redetermination, unless the conditions identified in Exhibit E concerning
lengthening the Reference Date Eligibility Criterion are satisfied, but in no event
longer than fifteen (15) years, or with a Reference Date before the year 2000

(vi) _Mm_rﬂ_e_cm A Transactxon must have a nummum
term for annual water transfers of five (5) years. ’
{vii) M;ng_an_tx A Transactxon must involve: (A) an

average annual transfer quantity of no less than five thousand (5,000) AFY for the
 term of the Transaction; (B) a cumulative transfer quantity over the term of the |
" Transaction of no less than fifty thousand (50,000) AF, and (C), a frequency of
annual water transfers over the term of the Transaction equal to or greater than
seventy-five percent (75%) of the years of the term (the number of years water is
transferred divided by the contract term, rounded to the nearest percent).

: (viii) Feasibility. The IID must face no legal, technical or other
barrier that would preclude it from participating in the Transaction as a transferor
and realizing the full benefit to the transferor of the terms and conditions of the
" Transaction; or the Authority must face no legal, technical or other barrier that
would prectude it from participating in the Transaction as a transferee and realizing
the full benefit to the transferee of the terms and conditions of the Transaction.

(1x) Water Quality. Transactions mvolvmg water, the quality of
which, when sub]ected to ordinary and customary treatment in the MWD or the
Authority service areas, would fall within the controlling federal and state
maximum contaminant levels for potable water.

_ x) E;glidgg_msggng_s Any Tra.nsactlon involving a
~ transfer under an Adjunct Contract with MWD or CVWD; any transfer under the

IID/MWD 1988 Agreement; or any transfer of water conserved ﬁ'cm the All-
American Canal or the Coachella Canal.. .
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. o (g) Eligible Transaction. A Transaction that satisfies each of the
Eligibility Criteria. : - ' : = :

(h) Excluded Conﬁection Maintenahce Charges. Any connection -
maintenance charge established by the MWD pursuant to MWD Administrative Code

§§ 4401 (b) and 4402, as in existence on the Execution Date or thereafter amended or
- superseded, that does not exceed two hundred dollars ($200) per cubic feet per second
(ncfsu ) § .

_ ') Excluded Property Taxes. MWD property or ad valorem taxes
that fall below the Property Tax Rate Limit. o -

_ ® Fundamental Change. A substantial, fundamental and precipitous
change in the nature of MWD's purpose or the extent of MWD's powers, territory,
operations, functions, services of the like such that the MWD Full Water Rate is no longer
reasonably relevant to the Base Contract Price formula. : C

: (k) ~ Fundamental Chan Date. The date on which a Fundamental

- Change is reported to the Administrative Committee, provided such report is either

_uncontested by the nonreporting Party or, if it becomes a Dispute, is finally resolved -
pursuant to Article 17; and if the Fundamental Change is confirmed pursuant to Article 17
as reported, then the Fundamental Change Date is the date of reporting. o

() Interim Agricultural Water Service Charges. Any rate or -
" charge established by MWD pursuant to MWD Administrative Code §§ 4117 and _
- 4401(a)(4), as in existence on the Execution Date or thereafter amended or superseded. -

(m) Minimum Qualifying Transaction Threshold. The minimum

- Projected Average Annual Transfers from Qualifying Transactions necessary to initiatea -
Price Redetermination, which quantity must be no less than two hundred forty thousand
(240,000) AFY. -~ '

_ {n) M.ED Billing Period. The time period for an MWD charge as -
determined by reference to the MWD bill for such charge. :

(0) MWD Full Water Rate. The Untreated Full Service Water Rate
plus the per AF valuation of any other Volume-Sensitive Charges plus any [Non-Volume
Sensitive Charges divided by (the Four-Year Rolling Average of the volume of Authority
- purchases from the MWD plus the quantity of IID Conserved Water transferred to the
- Authority).] The per AF valuation of a Volume-Sensitive Charge is equal to the dollar
amount that the Authority is billed divided by the volume of MWD water delivered to the
Authority during the MWD Billing Period.

_ : (p)  "N" Year Rolling Average. The average calculated by using the
~ information available from the specified "N" number of most the recently completed -
“Calendar Years. _ : o
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(q) New Agfeement Price. As deﬁned in §5.3(b)(vii).

(r) New Direct Property Cha;g. es. - Any MWD rate or charge that is

o " not an Excluded Property Tax and is collected directly by MWD from a property owner or

developer within the jurisdictional boundary of the Authority, provided however, that:

_ 6] These rates and charges are excluded from the calculation
of the MWD Full Water Rate until the impact of the rates and charges would
increase the MWD Full Water Rate by five percent (5%),

(i) These rates and charges are included in the calculation of
the MWD Full Water Rate to the extent that such rates and charges would increase
the MWD Full Water Rate by more than five percent (5%) and up to fifteen
percent (15%), but the increase up to five percent (5%) must first be deducted; and

(iiiy  Ifinclusion of these rates and charges increases the MWD -

Full Water Rate by more than fifteen percent (15%), then one-half (‘2) the increase

. above the fifteen percent (15%) level shall be included in the calculation of the
MWD Full Water Rate, plus all of the increase provided for under (ii) above.
Furthermore, if inclusion would increase the MWD Full Water Rate by twenty-five
percent (25%) or more, then in such circumstance, during the Price :
Redetermination phase, the IID may elect to shift the weighting to one hundred
percent (100%) reliance on Eligible Transactions and to recalculate the result of
the immediately preceding Price Redetermination and any future Price

' Redeterminations. ' .

(iv) ~ One-time charges shall be amortized over a thirty (30) year
period at the Authority's then existing cost of capital to determine the amount to
be utilized in determining the impact on the MWD Full Water Rate. | S

(s)  Non-Volume-Sensitive Charges. All MWD rates and charges
billed to or through the Authority that do not vary by the volume of water delivered
during the MWD Billing Period, except that Non-Volume-Sensitive Charges do not
include any of the (i) Excluded Connection Maintenance Charges, (ii) Exciuded Property

* Taxes and (iii) Annexation Charges or (iv) all of the New Direct Property Charges. The
" portion of the New Direct Property Charges includable in the Non-Volume-Sensitive
Charges is specified in the definition of the New Direct Property Charges above.

()  Price Redetermination Value As defined in § 5.3(b)v1)

(u)  Projected Average Annual Transfers from Qualifving
Transactions. The average annual volume of water projected to be transferred in -
- Qualifying Transactions over the ten (10) years immediately subsequent to the initiation of
the Price Redetermination to be calculated as the sum of all quantities scheduled to be -
delivered for that ten (10) year period divided by ten (10). ' '
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(v)  Property Tax Rate Limit. That portion ofan.MWD property or
ad valorem tax that falls below the following maximum levy: :

(i)  Voter-authorized general obligation bond debt iricurfed by
MWD before the effective date of the California Constitution article XIIIA, § 1,
plus : , -

- (ii)  Voter-authorized general 6biigation bond debt incurred by
MWD pursuant to the voter-override provisions of the California Constitution, '
article XIIIA, § 3; plus '

(iif)  That portion of MWD's payment obligation under its State
Water Project contract for the payment by California of principal and interest on
‘bonds issued pursuant to the California Water Resources Development Bond Act .
"as of 1984 and used to finance the construction of facilities for the benefit of

_ (W) Qualify ing Criteria. Collectively, the following are all necessary
Qualifying Criteria: : _ _ :

. (i)  Information Availability. In order for a Transactiontobea -
Qualifying Transaction, the Parties must be able to obtain a complete copy of the
underlying written contract and other information about the Transaction, transferor
and transferee sufficient to evaluate the satisfaction of other Qualifying Cniteria.

(i)  Voluntary Negotiated Transactions. The Transaction must
be the result of voluntary negotiations between a willing transferor and a willing
- transferee where neither party was compelled or coerced into agreeing to the
“Transaction or to any of the terms or conditions of the Transaction. if a voluntary
Transaction has uniform terms and conditions with other Transactions not the
result of independent, arms-length bargaining, then that Transaction and all other
" identical Transactions with a Reference Date in the same Calendar Year are to be
aggregated and counted as a single Transaction. See, for example, the illustration
invoiving the 1991 Drought Water Bank contained within Exhibit E.

, (i)  Geography. The transferor, transferee and the water or
water rights that are transferred by the Transaction must all be within California,
and the water must be capable of being used for domestic, municipal, industrial or

- agricultural purposes. | o

| vy Noncontingent Transaction. All contingencies to the
performance by both parties to the Transaction must have been removed before the
start of the Price Redetermination. :

(v)  Minimum Quantity. A Transaction must involve an average
annual transfer quantity of no less than five thousand (5,000) AFY for the term of
- the Transaction. ' . '
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: (vi) - Water Quality. Transactions transferring water the quality
of which, when subjected to ordinary and customary treatment inthe MWD or the
Authority service areas, would fali within the controlling federal and state |
maximum contaminant levels for potable water. SR

(vii) - . Excluded Transactions. Any transfer under this AgrEemem;'
any transfer under the [ID/MWD 1988 Agreement, any transfer of water
conserved from the All-American Canal or the Coachella Canal; or any

_ Transaction which became a binding contract between the parties to the
Transaction before the Execution Date. -

(x). Qualifving Transaction. A Transaction that satisfies each of the
~ Qualifying Critenia. -

_ (y) B Recvcled Water Service Charges Any rate or charge established
by MWD pursuant to MWD Administrative Code §§ 4113 and 4401(a)(3), as in existence
on the Execution Date or thereafter amended or superseded. | '

_ (z)  Replacement Water Rate. The MWD Full Water Rate in effect

" on the Fundamenta! Change Date. The Replacement Water Rate shall change after the
Fundamental Change Date as changes occur in the CPI, based on a determination of the
relationship between changes in the CPI and changes in the MWD Full Water Rate for the
period of time that is the shorter of (i) the ten (10) years immediately prior to the
Fundamental Change Date, or (ii) the number of years between the Fundamental Change
Date and the Execution Date. An illustration of the determination of the relationship
between changes in the CPI and changes in the MWD Full Water Rate and the use of the -
Replacement Water Rate in the Base Contract Price formula is contained in Extubit A.

(aa) Seasonal Stgrag'g Service Charges. Any rate or charge _
established by MWD pursuant to MWD Administrative Code §§ 4114 and 4401(a)(2), as
in existence on the Execution Date or thereafter amended or superseded. '

(ab) Shortage Premium. The additional price per AF the Authority is
required to pay to the IID for all Conserved Water transferred to the Authority during the
Shortage Premium Period, as measured by the volume of Conserved Water diverted by the

'Authority. The Shortage Premium is calculated by using the greater of:

i) The rate calculated by selecting the premium percentage
corresponding to the shortage percentage magnitude from thie Shortage Premium
Table, determined by reference to the shortage percentage finding in the Authority -
Shortage resolution, and multiplying the selected percentage by the otherwise ‘
applicable Base Contract Price; or

(i)  The rate calculated by muitiplying the Base Contract Price
by (A) twenty-five percent (25%) when there exists a declaration by the Secretary
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of a shortage condition for the Lower Colorado River, or (B) five perce:nt (5%)
when there exists a Critical Year; or ' : :

| (ili) ~ The rate calculated by'multip_lying the Base_Co_ntract'Price
by thirty percent (30%) when there exists both (A) a declaration by the Secretary
of a shortage condition for the Lower Colorado River, and (B) a Critical Year.

_ (ac) Shortage Premium Period. The Shortage Premium Period
duration is the period of consecutive days during which any of the following exist:

(D An Authority Shbrtage;

_ , (ii) - A shortage condition for the Lower Colorado River as
declared by the Secretary, or o

(i) A Critical Year,

(ad) Shortage Premium Table.

Authority Shortage

Percentage Magnitude Premium
0% to <5% 0%

5% to <10% 10%

10%to <15% 15%
15% to <20% S 30%

20% to <25% 40%

25%to<30% - 50%

230% 100%

_ (a¢) - Transaction. An agreement, asreflectedina written contract, for
" the transfer of water or water rights where the transferee's use of the transferred water or
.~ water rights will be at a location different from that where the transferor used or last used
~ the water or water rights or produces the water. ' :

- _ (af) Treated Water Charges. Any rate or charge established by MWD
pursuant to MWD Administrative Code §§ 4103 and 4401, as in existence on the
" Execution Date or thereafter amended or superseded. '

(ag) Untreated Full Service Water Rate. The MWD water rate
established for untreated water pursuant to the MWD Administrative Code §§ 4104, 4111
and 4401(a)(1), as in existence on the Execution Date or thereafter amended or
~ superseded. - ' '
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(ah) Vintage. The difference in years between the year of the Price

~ Redetermination and the year the Transaction became a binding contract between the -
Parties. ' I - : -

_ (ai)  Volume-Sensitive Charges.- An MWD rate or charge that is billed

to the Authority and which billed amount for the MWD Billing Period is affected by the

quantity of water MWD delivers to the Authority during the MWD Billing Period, other

than an Interim Agricultural Water Service Charge, a Recycled Water Service Charge, a

Seasonal Storage Service Charge, or a Treated Water Charge. ' '

52 Injtial Pricing Phase.

(a) . Formula. The i:m'ce per AF for Conserved Water transferred
- during the Initial Pricing Phase shall be determined by the following formula:

Price = Base Contraci Price + Shortage Premium

The formiula is expreésed as the "Pn'ce"équa]s the Base Contract Price plus

the Shortage Premium.”

_ (b)  Changes to Base Contract Price. The Base Contract Price per
'AF is recalculated and adjusted whenever one of the addend components of the pricing

formula changes. Any rate change is effective for the purpose of calculating the payment -
- due from the Authority on the first day of the next whoie month. | :

(9 Dugation of Initial Pricing Phase. The Initial Pricing Phase "
commences on the Initial Transfer Date and remains in effect until the later of (i) the end
of Agreement Year 10; or (i) the satisfaction of the conditions to the commencement of a

Price Redeterrnination.

(d)  Base Contract Price and Shortage Premium Information -
- _ (i) MWD Full Water Rate. The most recent relevant MWD
Board resolution(s) and supporting staff memorandum accompanying such
resolution(s) containing the information necessary to calculate the MWD Full .
Water Rate, or the Best Available MWD Information. - B

()  Base and Actual Wheeling Rate. The most recent MWD
cost accounting records as of June 30 each year as compiled by the Office of the
Controller and the bills sent by MWD to the Authority for payment, or the Best
Available MWD Information. -

: (ii1) Mﬁﬂm The most recent relevant Authority
Board resolution(s) and supporting staff memorandum accompanying such
resolution(s) containing the declaration of the Authority Shortage, percentage -
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shortage magnitude or cessation of the Authority Shortage; the declaration by the
Secretary of shortage, normal or surplus condition for the Lower Colorado River:
and the report of any Critical Year(s) and the report of any Dry, Below Normal, |
Normal, Above Normal or Wet Year(s).. o

53  Price Redetermination Phase.

- (a) Conditions to Commencement of a Price Redetermination. »\ B
Price Redetermination may be undertaken only if all five (5) of the following conditions -
are sati_sﬁed: : 3

(1) The request of either Party for a Price R.edetenninati'on; |
(i) ~ Theend of Agreement Year 10;

_ _ (i)  The existence of the Minimum Qualifyil_ig Transaction - .
Threshold,; -

(iv) The existence of ten (10) Eligible Transactions; and
(v) Any previous Price Redetermination is éither |
" (A) At least ten (10) years prior; or

(B) Based on fifteen (15) or fewer Eligible Transactions
and thereafter, twenty (20) or more Eligible Transactions become available.

o (b)  Price Redetermination. The formulaic process by which the price
- per AF for Conserved Water under the Agreement may be changed as a result of the
consideration of Eligible Transactions and the volume of the Projected Average Annual
Transfers from Qualifying Transactions. The methodology, explanation and illustration
for a Price Redetermination is set forth on Exhibit E. A Price Redetermination proceeds
through the following steps: : '

_ () . Gather and analyze information and data necessary to
determine whether the conditions to commencement of a Price Redetermination
are all satisfied. '

(i)  Calculate the net contract value based on the per AF present
value of the payments for the quantity of transferred water for each Eligible
Transaction as of the Reference Date for each Eligible Transaction, less the
location adjustment. :

(iii) Evalﬁate_ the Eligible Transactions for the purpose of
determining whether there is a statistically valid relationship between the per AF
value of the Eligible Transaction and the following Transaction characteristics:
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.-' A _ | (A)  The Reference Date of the Eligible Transaction;

o (B) - The supply reliability of the transferred water to the
transferee under the Eligible Transaction,; ' '

o (C)  The water quality of the transferred water as
received by the transferee, including TDS and other quality parameters
requested by a Party at the time of the Price Redetermination; and

(D)  Other Transaction or transferred water -
characteristics requested by a Party at the time of the Price .
Redetermination. o

(iv)  Ifa statistically valid relation is confirmed, determine the.
market value adjustment for the Trahsaction characteristics.

_ (v)  Evaluate the Agreement characteristics for market value
adjustments utilizing the same methodology as used for the Eligible Transactions,
and determine an Agreement valuation band to be utilized in Price

- Redetermination. ' - B

= ' . , (vi)  Calculate the "Price Redetermination Value" by (A)
. : utilization of the Agreement valuation band; and (B) the per AF value for the
' © . water to be transferred over the remaining term of the Agreement as determined by

the same methodology used to determine the per AF value of each Eligible
Transaction. If the per AF Agreement value falls within the calculated Agreement
valuation band, then no price adjustment to the Agreement is warranted. If the per
AF Agreement value falls below the Agreement valuation band, the Price
Redetermination Value becomes the lower limit of the Agreement valuation band.
If the per AF Agreement value falls above the Agreement valuation band, the Price
Redetermination Value becomes the upper limit of the Agreement valuation band.

(vii)  After the determination of the per AF Price Redetermination
Value, the Agreement price per AF for Conserved Water is adjusted to reflect the
California Water Market Scale. The resulting price becomes the New Agreement
Price ("New Agreement Price") per AF to be paid by the Authority until the next
Price Redetermination, subject to changes in the Base Contract Price and '
~ escalations of the Price Redetermination Values included in the New Agreement
Price based on changes in the CPI. The adjustment formula is as follows:

New Agreement Price = @ x price based on Price Redetermination Value
+ (1-0) x Agreement price per AF before Price Redetermination

. B _ o . ” _ where"o" equals weight of Price Redetermination based on the
: - California Water Market Scale Table. The formula is expressed as: "the New
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Agreement Price equals [the Weight of Price Redetermination from the California -
Water Market Scale Table multiplied by the Price Redetermination Value] plus.
[one minus the Weight of Price Redetermination multiplied by the Agreement price
per AF before Price Redetermination.]" : ' '

An example of the calculation of the resulting Ne{v Agreement Price per IA.F. using

‘an assumed per AF Price Redetermination Value and an-adjustment based on the California Water
Market Scale Table is included in Exhibit E. : o '

(c) Request For A Price Redetermination. A Party may request a
Price Redetermination by sending a “Request For A Price Redetermination." The

Request For A Price Redetermination must be accompanied by information the Party
reasonably believes satisfies the conditions to commencement identified in § 5.3(a) above,
and any other information the requesting Party wishes to have considered. The non-
requesting Party shall have ninety (90) days to furnish information it wishes to have
considered. The Price Redetermination will be deemed to have commenced as of the date
of the Request For A Price Redetermination. _

(d) - Price Redetermination Information Sources. Information
sources include copies of the Eligible and Qualifying Transaction contracts, trustworthy
information about historical performance and contract implementation, the water use -
‘needs of the transferor, the characteristics of the water sources, the circumstances of the
Eligible and Qualifying Transaction negotiations, and the legal, technical and other -
feasibility parameters. : ' - E

(e} Registration of Transactions. By the end of each Calendar Year

following the year of the Effective Date, each Party shall submit in writing to the.

- Administrative Committee a list of Transactions that the Party believes would satisfy the

requirements for being considered either a Qualifying Transaction or an Eligible

. Transaction. The Advisor to the Administrative Committee shall gather the information
available on each of the listed Transactions, report quarterly to the Administrative '
Committee the status of the information gathering process, and as soon as reasonably
-practicable calculate and report the per AF valuation for each Transaction that may
reasonably be considered an Eligible Transaction. In addition, the Advisor shall report on

' the status of the Eligibility Criteria for each of the Transactions that may reasonably be
considered an Eligible Transaction. Furthermore, the Advisor shall, as soon as reasonably
practicable, calculate and report on the status of the Qualifying Criteria for each
Transaction that may reasonably be considered a Qualifying Transaction.

5.4 Effect of Fundlmg. ntal Change. Should a Fundamental C-hange occeur,

then as of the Fundamental Change Date, the Replacement Water Rate shall be substituted for all
purposes for the MWD Full Water Rate within the Base Contract Price formula.
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@ o R | ~ ARTICLE6
L | | 'PAYMENT AND TRANSFER
61 Schedule for Payments. o

_ {a) Payment Schedule. Invoices will be sent monthly and shall not be
mailed later than the tenth (10th) Business Day of the month. Each such invoice shall
indicate the date of mailing and date on which the payment thereunder becomes due, the
per AF charges, and the total amount due and owing. Payment of the amount shown on
any such invoice shall be due on the tenth (10th) Business Day of the month following the
mailing of such invoice ("Due Date"). ' : :

(b) Amount of Monthly Pavments.

(i) The amount for each monthly payment during an Agreement
Year is the quantity of Conserved Water to be transferred during that Agreement
Year times the applicable price as of the commencement of that Agreement Year
divided by twelve (12). BRI -

- - _ (i)  The Authority may at its discretion defer payment if it
L ' ' diverts Conserved Water transferred by the IID in the following monthly -
: . ' ' - quantities. If eighty percent (80%) or more of one-twelfth (1/12) of the .
- Agreement Year quantity of the Conserved Water is diverted in a month, then the
" Due Date for full payment will be the regularly scheduled payment date and no
deferral is permitted; if forty percent (40%) or more but less than eighty percent
(80%) of one-twelfth (1/12th) of the Agreement Year quantity of the Conserved
Water is diverted in a month, then the Due Date for payment on the Undiverted
Conserved Water shall be on the tenth (10th) Business Day of the second (2nd)
month following the month of invoice mailing; and if less than forty percent (40%)
of one-twelfth (1/12th) of the annual transfer quantity of the Conserved Water is
diverted in a month, then the Due Date for payment on the Undiverted Conserved
Water shall be on the tenth (10th) Business Day of the third month following the
- month of invoice mailing. '

. . (¢) [Initial Semi-Annual and Final Annual Settling-Up. Although
the payment schedule set forth in § 6.1(a) and (b) above is based on a fixed price and
.assumes that Conserved Water is transferred in twelve (12) equal quantities, the actual
amount due under this Agreement, as specified in Article 5, must take into account price
changes throughout an Agreement Year. Asa result, the sum of the twelve (12) monthly
payments actually made may be more, or less, than the actual amount due. Therefore, on
a semi-annual and year end basis, as of the tenth (10th) Business Day of August and
 February respectively (the "Settling-Up Dates”), after the conclusion of the January to
- . | June and January to December invoicing periods, the Parties must calculate the amount of
' o ' any under- or overpayment by the Authority. This under- or overpayment is referred to as
the "Settling-Up Payment." If the Authority has paid more than is required under the.
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Agreement, the Authority is entitled to a refund from the [ID; the Settling-Up Payment

represents the amount that the IID must pay the Authority. If the Authonty has paid less o

than is required, the Settling-Up Payment represents the additional amount that the
Authority must pay the [ID. No deferral of the Settling-Up Payment is permitted

. (d) Adjustment Amounts The adjusted amount due during a
calendar month (or, during the first month of Agreement Year 1, a fractional month
ending on the end of a calendar month) is the product of the applicable price during that
* month and the quantity of Conserved Water which the Authority diverts during that =~
month. To the extent that the quantity of Conserved Water with respect to which the
Authority diverts is less than the quantity for which it must pay during an Agreement Year
under this Agreement (see § 6.5 below), the paid-for-but-undiverted Conserved Water is
~ deemed to have been transferred to the Authority during the last calendar month of an

Agreement Year. The adjusted semi-annual amount for the initial semi-annual period is
the sum of the adjusted amounts for the months of January to June The adjusted annual -
amount of the full annual period is the sum of the adjusted amounts for the months of
~ January to December, less the adjusted semi-annual amount for the initial semi-annual -
- period. - : : :

(¢)  "As-If" Payments The goal of the Settling-Up Payment is to
provide the same economic costs and benefits to the Parties "as if" each monthly payment.
had been made in the amount actually due under the Agreement, based on the prices that .
actually apply during the month and the quantities of Conserved Water transferred (or
deemed to be transferred) during the month. For the initial semi-annual period (January to
June) and the full annual period (January to December), the difference between the
adjusted semi-annual amount, the adjusted annual amount and the amount actually paid
must be determined. This difference (whether under- or overpayment) is then increased by
the simple interest that accrues from the monthly Due Date to the Settling-Up Date, with a
daily interest rate based on the Treasury Rate (taking the sum of the daily closing rates
during the period interest is being paid and dividing it by the sum of Business Days that
interest is being paid). Exhibit I to this Agreement contains an example of how the
Settling-Up Payment is calculated. - B

(f)  Mechanics. Within ten (10) Business Days after the end of the
semi-annual periods, or as soon as possible thereafter, the IID will give to the Authority

notice of the ID's calculation of the Settling-Up Payment. Within ten (10) Business Days |

after the Authority receives that notice, or as soon as possible thereafter, the Authority
will advise the IID whether it agrees with that calculation. If the Parties agree, then the
Settling-Up Payment must be made on the Settling-Up Date.

(g) Disg' gm' ment over the Settling-Up Paymeunt.

)  Agreement as to Over- or Underpayment. If the Parties
agree that there has been an overpayment, or that there has been an underpayment

(that is, agree which Party must pay the other), but disagree as to the amount, then
‘the amount that must be paid initially on the Settling-Up Date is the average of the
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. ‘ _ " two numbers offered by the Parties. After the disagreement over the Settling-Up
 Payment has been resolved, 2 final reconciling payment may be required. '
(i)  Disagreement as to Over- or Underpayment. If the parties
disagree as to whether there has been an over- or underpayment (that is, do not -
_ agree as to which Party must pay the other), then no Settling-Up Payment will be -
required until the disagreement has been resolved. ' ﬁ '

(i)  Reconciling Pavment After the Settling-Up Date. After the
disagreement has been resolved, any reconciling payment must include interest on
the reconciling amount from the Settiing-Up Date through the date the reconciling
‘payment is made, with simple interest calculated at the Treasury Rate, taking the
sum of the daily closing rate during the period interest is being paid and dividing it
by the sum of Business Days that interest is being paid. -

_ 62  Method of Payment. Every payment to the [ID or to the Authority
required under this Agreement must be made in lawful money of the United States of America, to
the order of the IID or the Authority, and paid by wire transfer. The initial wire transfer
instructions are as follows: ' -

Iniperial Irrigation District
- 01883-80154

| . ' S _ Reference, if any

: - _' - Bank of America

: L San Francisco
121000358

San Diego County Water Authority
4159417138
Reference, if any
-Wells Fargo Bank
San Diego '
121000248

The 1ID and the Authority may change these wire transfer instructions by giving a notice in
_ accordance with § 18.6 below. .

. 6.3  Late Payments Payment of the amount required shall be delinquent if not
received by the TID before the close of crediting activity on the Due Date. In the event that the
Authority is delinquent in the payment of any amount required, the Authority shall pay an
additional charge ("Late Payment Charge") equal to two percent (2%) of the delinquent
payment for each month or portion thereof that such payment remains delinquent, provided

o " however, that if the total period of delinquency does not exceed five (5) Business Days, the

_' . additional charge shall be equal to one percent (1%} of the delinquent payment.
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_ . : 6.4  Transfer Commencement. The transfer of Conserved Water shall
commence on the Initial Transfer Date. : : :

_ 6.5  Transfer Mechanism and Location. The IID effects a transfer of
Conserved Water under this Agreement by reducing its annual diversion (less return flows) from
-the Colorado River at Imperial Dam by an amount equal to the Conserved Water to be -
transferred. When the [ID effects a transfer in that manner, the IID has satisfied its obligation to
transfer such C onserved Water. The Authority accepts responsibility for the transferred
Conserved Water at Imperial Dam. The Authority has no duty to divert any or all of the
Conserved Water. The payments by the Authority to the IID under this Agreement are for the
transfer of the Conserved Water, whether or not the Authority actually diverts that Conserved
Water. The Authority bears the sole risk and responsibility of transporting the Conserved Water
to the Conveyance Path Terminus, including any disruption or cost resulting from MWD conduct
contrary to the provision of the contract or other arrangement which satlsﬁed the Whee}mg o

conditions of §§ 7.1(e) and 8.1(e).

: _ 6.6 Agthorig's Scheduling Discretion. The Authority accepts the transfer of
- Conserved Water beginning on January 1 of each Agreement Year. The Authority has the
complete discretion within an Agreement Year on the scheduling of its diversions frnm the point

of dwerswn to the Conveyance Path Terminus.

" ARTICLE?
CONDITIONS TO AUTHORITY'S OBLIGATIONS
71  Satisfaction of Conditions to the Authority's Obligations. The

- Authority's obligations to pay for the transfer of Conserved Water as contemplated by this -
- Agreement is subject to the satisfaction of the following conditions for the Authority's beneﬁt on
. or before the dates specified below. The Authority agrees to proceed with reasonable dmgence
- and use its reasonable best efforts to satisfy those conditions for which it has responsibility.

'(a)  Performance, Representations, and Warranties by the ITD.
The IID has duly performed in all material respects each and every applicable covenant

* and agreement that the IID is to perfonn under this Agreement, and the [ID's
representations and warranties set out in § 10.2 below remain true and correct in all
material respects as of the date on which all other conditions in thxs § 7.1 have been
satisfied or waived.

()  Environmental Obligations.
(i) Completion of Review. Within five (5) years after the

Execution Date, the Authority (A) has completed all environmental review and
assessment required pursuant to CEQA and NEPA, as described in Article 9,
' _ o and has certified the completion of the CEQA review process, (B) has determined-
. - , to proceed with implementation of the activities described in this Agreement, as it
' ' may be amended to include project alternatives and/or mitigation measures which
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. R the Authority considers appropriate or which are legally required by any other
S state or federal agency with discretionary authority over the project, and (C) the
" cost, as reasonably estimated by the Authority, of all environmental mitigation
measures for which the Authority is responsible as described in § 7.1(b){ii). as™
determined during the environmental review process and as of the Environmental
~ Decision Date, does not exceed the Authority Environmental Cost Ceiling.

(ii) - Responsibility for Mitigation Measures. The Authority shall
~ be responsible for implementing, at its cost, all environmental mitigation measures
adopted as part of the environmental review process in order to mitigate the
- impacts of the "project” (A) on resources within San Diego County, (B) on the
Colorado River between Lake Havasu and Imperial Dam, and (C) caused by the
transportation of Conserved Water to the Authority. '

(i)  After the Effective Date. If; after the Effective Date,
unanticipated environmental consequences result in additional mitigation costs, and
those costs exceed, as of the Subsequent Environmental Mitigation Date, the
difference between two million dollars ($2,000,000) (Effective-Date Dollars) and
the Authority's mitigation costs for mitigation identified as of the Effective Date
pursuant to § 7.1(b)(i) above, then the Authority may at that time terminate this

~ Agreement. (See, for example, Exhibit H.) '

9o () Contracting Landowners. The IID has () within eighteen (18)
= - months of the Execution Date, entered into subscriptions with Landowners, expressly -
* conditioned upon the IID's compliance with environmental laws pursuant to Article 9 of
this Agreement, expressing Landowners' interest in undertaking Water Conservation
efforts, and (ii) no later than one hundred twenty (120) days after satisfaction of the
conditions described in §§ 7.1(b)}(i)(A) and (B) and 8.1(b)(i)(A) and (B), the IID has
~ entered into contracts with the Landowners that call for, or are expected to yield when the
. Water Conservation efforts have been fully implemented, at least one hundred thirty
thousand (130,000} AFY of Conserved Water, which contracts may remain subjéct to
satisfaction of all conditions set forth in Articles 7 and 8. ' o

'(d)  Aporovals.

o @ - SWRCB. Within five (5) years of the Execution Date, the
SWRCB has entered a Final Order that approves the IID's transfer of Conserved
Water to the Authority under this Agreement and which is based on the following
findings: : S ' ' '

(A) California law, including §§ 1011, 1012 and 1013 of
the California Water Code as in effect on the Execution Date, applies to
and governs the ITD's transfer of Conserved Water to the Authority and

. __ . IID's Senior Water Rights are unaffected by [ID's transfer of Conserved

. - Water to the Authority, |
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(B) The Conserved Water transf‘erred by the 1D to the
Authority under the Agreement retains the same pnonty as if the water had
: been diverted by and used within the [ID; and

(C) The quantity of Conserved Water transferred in each

Agreement Year will be verified by the SWRCB confirming that. (1) the :
[ID is enforcing the contractual duties and obligations of the Contracting
Landowners to undertake Water Conservation efforts; (2) the IID has
undertaken Water Conservation efforts, if applicable; and (3) the [ID's
diversions at Impenal Dam (less return flows) have been reduced in an
amount equal to the quantity of Conserved Water transferred for each
‘Agreement Year.

To the extent that the SWRCB imposes costs on the Parties for its
review and approval of the IID's transfer of Conserved Water to the Authority
under this Agreement, the [ID and the Authonty agree to share such costs equally,
except that: SWRCB-imposed costs relating to the SWRCB's rolein
environmental review with respect to environmental mitigation shall be allocated
based on the division of environmental mitigation responsibility identified in .-

§§ 7.1(b)(ii) and 8.1(b)(ii); and any SWRCB-imposed costs relating to the
SWRCB's role in reviewing IID's reasonable and beneﬁc;a] use of water sha.ll be
borne solely by the IID. _ _

: - (i)  BOR. Within six (6) years of the Execution Date,
‘the Secretary has approved the IID's transfer of Conserved Water to the -
Authority under this Agreement by executing a Review and Approval
Agreement substantially in the form set forth as Ex]ub:t K.

To the extent that the BOR imposes costs on the Parttes for its
review and approvyal of the ITD's transfer of Conserved Water to the Authority
under this Agreement, the IID and the Authority agree to share such costs equally,
except that: BOR-imposed costs reiating to the BOR's role in environmental
review with respect to environmental mitigation shall be allocated based on the
division of environmental mitigation responsibility identified in §§ 7.1(b)(ii) and

8.1(b)(ii); and any BOR-imposed costs relating to any BOR role in reviewing
IID's reasonable and beneficial uses of water shall be borne solely by the IID.

(iii)  Litigation. Within six (6) years of the Execution Date, any
litigation challenge that would result in a prohibition for either Party to perform
under the Agreement or that would result in a judgment or finding relating to any
of the specific findings sought from the SWRCB or the BOR has been finally
resolved with a judgment or findings consistent with all of the terms and conditions

of this Agreement -

(e} &mg Witl'un two (2) years of the Execution Date, the

Authority has obtained from MWD or otherwise by contract or other arrangements,
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' . satisfactory to the Authority in its complete discretion, the ability to wheel the Conserved-
' Water to the Conveyance Path Terminus on the following terms and conditions:

| () Actual Wheeling Rate Methodology.. The Actual Wheeling
-Rate will be determined by a methodology consistent with the definition of the

Base Wheeling Rate under this Agreement.

(i)  Payments. The Authority is only required to pay to the
MWD an Actual Wheeling Rate, exclusive of any Supplemental Wheeling Charge,
that does not exceed the Base Wheeling Rate, and the Suppiemental Wheeling
Rate does not exceed sixty dollars (360) per AF.

_ (ii)  Conveyance Path Requirements. The Conveyance Path
must encompass and be limited to the following Conveyance Path Reaches: -

(A) . From Whitsett Intake to San Jacinto Tunnel;
(B)  Through Casa Loma Siphon Barrel No. 2;

(C)  CasaLoma Canal from Siphon Barrel No. 2 to
headworks of San Diego Canal, - S :

' . o | (D) San Diego Canal to Lake Skinner;

(E)  Outlet works of Lake Skinner to the Conveyance:
Path Terminus. . T

o (iv) ‘Quantity Requirements. MWD makes available to the
Authority at the Conveyance Path Terminus the same quantity of Colorado River
water that the Authority makes available to MWD at Lake Havasu, less
Conveyance Losses. ' S

, (v)  Maximum Conveyance Loss. The Conveyance Losses
deducted by MWD for wheeling from Lake Havasu to the Conveyance Path
Terminus shall be equal to or less than one and one-half percent (1%4%) ofthe

~ Conserved Water volume diverted at Lake Havasu. :

(vi) Term of Wheeling Access. The initial term for access
begins no later than the Initial Transfer Date and ends no earlier than the expiration

of the Initial Term. '

72 Costs of Satisfying Conditions. Other than with respect to the
Authority’s obligations for environmental mitigation, spelled out in § 7.1(b), payment of SWRCB

or BOR expenses spelled out in § 7.1(d)(i) and (i), and without regard to the Authonty's
- ‘reasonable-best-efforts obligation set forth in § 7.1, the amount that the Authority should spend in
' . an effort to satisfy these conditions is committed wholly to the Authority's complete discretion.
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7.3 Contributign to Satisfaction of Conditions. With respect to the
_ environmental mitigation and wheeling conditions above and in § 4.2(c), the IID may (but is not in

. any way compelled to) contribute the additional costs, in excess of the specified caps, such that

the net economic effect to the Authority is the same as if the condition had been satisfied direcily
(See examples and methodology description in Exhibit J.) In that event, the condition is deemed
- satisfied, and the Authority may not terminate the Agreement on the basis that the condition has -
not been satisfied. The I{ID's right applies both before and after the Effective Date. '

7.4 "Written Waiver of Conditions. The Parties agree that the Authority may
waive in writing any one or more of the foregoing conditions, provided however, that neither
Party shall waive compliance with CEQA or NEPA or other requirements under applicable laws.
A written waiver of a condition must be delivered in accordance with the notice provision of
- § 18.6 below. As to any condition to the obligation of both Parties (i.e., as set forth in both
“Article 7 and Article 8), a waiver of that condition is effective only if made by both Parties.

7. 5 .. Extension by Agreemen The Panles may agree to extend the date by
wh:ch any condition must be satlsﬁed or waived. _

7.6  Consequence of Failure of Qggglgagng If the conditions in this Article
are not timely satisfied or waived, then this Agreement will be void, and all nghts granted by this

' Agreement will be terminated and forfeited.

ARTICLE 8
CONDITIONS TO l]])’S OBLIGATIONS
. 8.1 Satisfaction of Conditions to the ITD's Obligations. The I]D'

- «oations to undertake Water Conservation efforts and transfer Conserved Water as
contemplated by this Agreement is subject to the satisfaction of the following conditions for the
IID's benefit on or before the dates specified below. The IID agrees to proceed with reasonable
diligence and use its reasonable best efforts to satisfy those conditions for which it has
responsibility. :

(@) Performance. Re ntations, and Warranties by ithe
Authority. The Authority has duly performed in all material respects each and every
applicable covenant and agreement that the Authority is to perform under this Agreement,
and the Authonty’s representation and warranties set out in § 10.1 below remain true and
correct in all material respects as of the date on whlch aﬂ other conditions in this § 8.1
have been satxsﬁed or waived. .

(&) 'Enwronmen_ta_ll bli 't'

(i)  Completion of Review. Within five (5) years after the
- Execution Date, the IID (A) has completed all environmental review and
assessment required pursuant to CEQA and NEPA, as described in Article 9,

“and has certified the completion of the CEQA review process, (B) has det_en'mned
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to proceed with implementation of the activities described in this Agreement, as it
may be amended to include project alternatives and/or mitigation measures which
the IID considers appropriate or which are legally required by any other state or
federal agency with discretionary authority over the project, and (C) the cost, as
reasonably estimated by the IID of all environmental mitigation measures for which-
the [ID is responsible as described in § 8.1(b)(it), including any financing costs the
[ID incurs in borrowing money to fund mitigation programs, as determined during
the environmental review process and as of the Environmental Decision Date, will
not exceed the [ID Environmental Cost Ceiling.

(i)  Responsibility for Mitigation Measures. The IID shall be
responsible for implementing, at its cost, all environmental mitigation measures
_adopted as part of the environmental review process in order to mitigate the
[impacts of the "project” (A) on resources within Imperial County, exclusive of the
Colorado River between Imperial Dam and the northern county border, and (B) on
the Salton Sea. _

(iii) A,ﬂgr'thg Effective Date. If, after the Effective Date, initial
_mitigation costs or, as of a Subsequent Environmental Mitigation Date,

- unanticipated environmental consequences result in additional mitigation costs, and

those costs exceed the difference between thirty million dollars ($30,000,000) (in

Effective-Date Dollars) and the IID's mitigation costs for mitigation identified as of |

the Effective Date pursuant to § 8.1(b)(i).above, then the IID may at that time
terminate the Agreement (See, for example, Exhibit H.) .

: (c) Contracting Landowners. The [ID has (1) within eighteen (18)
months of the Execution Date, entered into subscriptions with Landowners, expressly
conditioned upon the [ID's compliance with environmental laws pursuant to Article 9 of
this Agreement, expressing Landowners' interest in undertaking Water Conservation
efforts, and (ii) no later than one hundred twenty (120) days after satisfaction of the
conditions described in §§ 7.1(b)(iXA) and (B) and 8.1(b)(1}(A) and (B), the [ID has

~ entered into contracts with the Landowners that call for, or are expected to yield when the
- Water Conservation efforts have been fully implemented, at least one hundred thirty
~ thousand (130,000) AFY of Conserved Water, which contracts may remain subject to
- satisfaction of all conditions set forth in Articles 7 and 8.

- (d) Agnroval

@ SWRCB. Within five (5) years of the Execution Date, the
SW'RCB has entered a Final Order that approves the [ID's transfer of Conserved
Water to the Authority under this Agreernent and which is based on the foilowmg
- findings: .

(A) Califormia law, including §§ 1011, 1012 and 1013 of
the California Water Code as in effect on the Execution Date applies to
and governs the IID's transfer of Conserved Water to the Authority and -
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[ID's Senior Water Rights are unaﬁ'ected by IID’s transfer of Consen ed
Water to the Authority.

- {B)  The Conserved Water transferred by the [ID to the
Authority under the Agreement retains the same priority as lf the water had
been diverted by and used within the IID.

- ©) The transfer of Conserved Water by the IID to the -
Authonity under the Agreement is in furtherance of SWRCB Decision
1600, SWRCB Water Rights Order 88-20, article X, § 2 of the California
Constitution, and §§ 100 and 109 of the California Water Code as in effect
on the Execution Date. :

(D) The transfer of Conserved Water by the [ID to the
Authority under the Agreement establishes the reasonable and beneﬁcxal
use of water by the IID;

(E)  The quantity of Conserved Water transferred in each

Agreement Year will be verified by the SWRCB confirming that: (1) the
IID is enforcing the contractual duties and obligations of the Contracting
Landowners to undertake Water Conservation efforts; (2) the IID has
undertaken Water Conservation efforts, if applicable; and (3) the ITD's
diversions at Imperial Dam (less return flows) have been reduced in an
amount equal to the quantity of Conserved Water transferred for each
Agreement Year :

(F)  The IID's reduced diversions at Imperial Dam (less
return flows) during an Agreement Year will be measured by subtracting
from three million one hundred thousand (3,100,000) AFY the sum of

* [actual diversions (less return flows) of the [ID during the Agreement Year
under its priority 3 water right plus the amount of water transferred to the
MWD under the [ID/MWD 1988 Agreement] and disregarding the actual-
diversions (less return flows) of the 1ID during the Agreement Year, if any,

_ under its priority 6 or 7 priority water right; and :

"(G)  To assist the administration of diversions on the
Colorado River and insulate junior right holders from any possible impact
during the term of the Agreement, the ITD will forbear under its priority 3
_water right from diverting (less return flows) in excess of three million one
* hundred thousand (3,100,000) AFY and from diverting (less return flows)
in excess of ninety percent (30%) of the water availabie under its priority 6
and 7 water right.

| _ To the extent that the SWRCB imposes costs on the Parties for its
‘review and approval of the [ID's transfer of Conserved Water to the Authority -
under this Agreement, the IID and the Authority agree to share such costs equally,
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except that: SWRCB-imposed costs relating the SWRCB's role in environmental
review with respect to environmental mitigation shall be allocated based on the
division of environmental mitigation responsibility identified in §§ 7. 1(b)(ii) and
~8.1(b)(ii); and any SWRCB-imposed costs relating to the SWRCB role in
reviewing ITD's reasonable and beneficial use of water shall be borne solely by the
- IID. - :

(u) BOR. Within six (6) years of the Execution Date, -
the Secretary has approved the IID's transfer of Conserved Water to the
Authority under this Agreement by executing a Review and Approval
Agreement substantxally in the fonn set forth as Exhibit K.

_ To the extent that the BOR imposes costs on the Parties for its .

" review and approval of the IID's transfer of Conserved Water to the Authority
under this Agreement, the IID and the Authority agree to share such costs equally,
except that: BOR-imposed costs relating to the BOR's role in environmental
review with respect to environmental mitigation shall be ailocated based on the
division of environmental mitigation responsibility identified in §§ 7.1(b)(it) and-
8.1(b)(ii); and any BOR-imposed costs relating to any BOR role in reviewing IID's
reasonable and beneficial uses of water shall be borne solely by the IID. '

(iii) = Litigation. Within six (6) years of the Execution Date, any
litigation challenge that would result in a prohibition for either Party to perform
under the Agreement or that would result in a judgment or finding relating to any
- of the specific findings sought from the SWRCB or the BOR has been finaily
resolved with a judgment or findings consnstent wnh all of the terms of th]s
Agreement.

(¢} Wheeling. Within two (2) years of the Execution Date, the

* .Authority has obtained from MWD or otherwise by contract or other arrangements,
satisfactory to the ITD in its complete discretion, the ability to wheel the Conserved Water
to the Conveyance Path Terminus on the following terms and conditions: :

()  Actual Wheeling Rate Methodology. The Actual Wheeling -
Rate will be detenmned by a methodology consistent with the deﬁmnon of the .
Base Wheeling Rate under this Agreement.

(u) Payments. The Authority is only required to pay to the
MWD an Actual Wheeling Rate, exclusive of any Supplemental Wheeling Charge,
that does not exceed the Base Wheeling Rate, and the Supplemental Wheeling
Rate docs not exceed sixty dotlars ($60) per AF.

(m) Conveyance Path Requirements. The Conveyance Path

must encompass and be limited to the following Conveyance Path Reaches:
"(A)  From Whitsett Intake to San Jacinto Tunnel;
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(B)  Through Casa Loma Siphon Barrel No. 2

. (C) ~ CasaLoma Canal from Siphon Barrel No. 2 to.
headworks of San Diego Canal; '

(D)  San Diego Canal to Lake Skinner,

(E) " Qutlet works of Lake Skiﬁnéf to the Conveyance
Path Terminus. : o

(iv) ~ Quantity Requirements. MWD makes available to the
‘Authority at the Conveyance Path Terminus the same quantity of Colorado River
water that the Authority makes available to MWD at Lake Havasu, less
- Conveyance Losses. E SR

(v)  Maximum Conveyance Loss. The Conveyance Losses
deducted by MWD for wheeling from Lake Havasu to the Conveyance Path
Terminus shall be equal to or less than one and one-half percent (1'; %) of the
Conserved Water volume diverted at Lake Havasu. S

_  (vi) Term of Wheeling Access. The initiai term for Sccess
begins no later than the Initial Transfer Date and ends no earlier than the expiration
of the Initial Term.- - ' :

. 8.2  Costs of Satisfying Conditions. Other than with respect to the IID's
obligations for environmental mitigation, spelled out in § 8.1(b) above, payment of SWRCB or

* ‘BOR expenses spelled out in § 8.1(d)(i) and (ii), and without regard to the IID's reasonable-best-

efforts obligation set forth in § 8.1, the amount that the IID should spend in an effort to satisfy

these conditions is committed wholly to the [ID's complete discretion. - '

8.3  Contribution to Satisfaction of Conditions. With respect to the
environmental mitigation and the wheeling condition above and in § 4.2(c), the Authority may .
(but is not in any way compelled to) contribute the additional costs, in excess of the specified
caps, such that the net economic effect to the IID is the same as if the condition had been satisfied
directly. (See examples and methodology description in Exhibit J.) In that event, the condition is
~ deemed satisfied, and the IID may not terminate the Agreement on the basis that the condition has
not been satisfied. The Authority's right applies both before and after the Effective Date.

84  Waiver of Conditions. The Parties agree that the IID may waive in
writing any one or more of such conditions; provided however, that neither Party shall waive
compliance with CEQA or NEPA or other requirements under applicable law. A written waiver
of a condition must be delivered in accordance with the notice provision of § 18.6 below. Asto
any condition to the obligation of both Parties (i.¢., is set forth in both Article 7 and Article 8), a
waiver of that condition is effective only if made by both Parties. o

8.5  Extension by Agreement. The Parties may agree to extend the date by
which any condition must be satisfied or waived. . ‘

| 48-

ARTICLE 8




' . 86 Consequence of Failure of Conditions. [f the conditions in this .-\rﬁicle
o * are not timely satisfied or waived, then this Agreement will be void, and all rights granted by this o
Agreement will be terminated and forfeited. ' S

ARTICLE S -
COMPLIANCE WITH ENVIRONMENTAL LAWS
91 Compliance With CEQA and NEPA,

(a) Environmental Assessment. In executing this Agreement, the

" Parties recognize and acknowledge that no commitment can be made to carry out any
"project" within the meaning of CEQA or NEPA unless and until the environmental

~ review and assessment required by CEQA and NEPA has been completed. To the extent .
the activities contemplated by this Agreement, or any portion thereof, constitute a -
"project” within the meaning of CEQA or NEPA, approval and implementation of such
activities are expressly contingent upon completion of the environmental review and
assessment required by CEQA or NEPA. g :

(b)  Definition of "Project.” This Agreement shall serve as aq initial
: : _ definition of the "project" which the Parties will submit to review pursuant to CEQA.
-  Execution of this Agreement, therefore, constitutes only a preliminary decision which s
. necessary to produce a legally adequate environmental assessment. Execution of this
Agreement is not intended to commit either the 1ID or the Authority to undertake the
project without compliance with CEQA and NEPA or to commit the Parties to a course of
" action which would result in approval of the project. Only after completion of the =
~ environmental review process, and the Parties’ full review and consideration of the .
- environmental information, will the Parties decide what action, if any, should be taken. .
" For purposes of CEQA review, the project shall include the Water Conservation efforts to
be carried out by the IID, if any, and the Contracting Landowners, and the transfer of
~ Conserved Water from the IID to the Authority, as contemplated and described by this
~ Agreement. In addition, for purposes of NEPA review, the project shall include (i) any
discretionary action to approve or execute any contract or other document which involves
major federal action within the meaning of NEPA, or (ii) any activities covered by the
issuance of any permit or entitlement by a federal agency or which involves major federal
action within the meaning of NEPA. ' _

_ (é) angihflig‘u of Agencies. The Parties shall cooperate with

~ each other, in good faith, and provide staff and other resources, as needed, to conduct a
thorough and legally sufficient environmental assessment of the project. The Parties
' hereby designate the IID as the lead agency for purposes of compliance with CEQA,
recognizing that under NEPA the federal agency with principal approval authority will be
o ~ the federal lead agency. The Authority shall act as a responsible agency for purposes of
. - compliance with CEQA with respect to those aspects of the project over which the
" Authority has review and approval authority. The IID shall consult with the Authority and
 the Authority shall cooperate with the IID in connection with the preparation and review
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“of the environmental documentation in order to ensure compliance with CEQA and
NEPA. Uniess the [ID as lead agency determines that the project is exempt under the
provisions of CEQA, the IID shall conduct the initial study required by CEQA to
determine whether the project may have a significant effect on the environment. [f the [[D -
" determines that an environmental impact report ("EIR") under CEQA and an
environmental impact statement ("EIS") under NEPA are required, it is the intent of the
Parties that, to the extent authorized by the federal lead agency, a joint EIR/EIS shall be
prepared. Nothing in this § 9.1.is intended to preclude issuance of a Negative Declaration
(including a Mitigated Negative Declaration) under CEQA, a finding of no significant
“impact ("FONSI") under NEPA, or application of an exemption according to the
. provisions of CEQA or NEPA if the IID, as lead agency, determines after consultation
with the Authority, as responsible agency, that any of these actions are appropriate based
' upon lts review of the project. - . _

: (d) A!terggtwes and Mmgatlon Measures. As requlred by CEQA '
“and NEPA, any EIR, EIS or joint EIR/EIS prepared for the project shall include those

analyses required by law, including identification and meaningful evaluation of a range of
reasonable alternatives to the project which could feasibly attain the basic objectives of the
project and mitigation measures which would lessen any significant adverse effects of the
project, and shall also mclude evaluation of a no project alternanve

(e) Discretion of the ITD. Prior to ﬁnal approval or implementation of'
the project, the IID and the Authority shall consider the environmental documentation
prepared pursuant to CEQA and NEPA. As to any identified significant adverse impacts
that can be reduced to a level less than significant through the adoption of feasible
alternatives and/or mitigation measures, or in the case of significant adverse impacts that
cannot be reduced to a level less than significant, the IID shall have complete discretion,
subject to the requirements of CEQA and NEPA, whether to adopt such alternatives
and/or mitigation measures, or to approve the project notwithstanding one or more
- significant environmental impacts together with a statement of overriding considerations,
as the case may be. If the IID determines not to adopt such alternatives or mitigation
measures, or decides not to issue a statement of overriding considerations, the [ID may

" terminate this Agreement and shall not be obligated to undertake Water Conservation

efforts, contract with Contracting Landowners to undertake Water Conservation efforts or
transfer Conserved Water as contemplated by this Agreement. An alternative or
mitigation measure shall not be deemed by the IID to be infeasible for economic reasons if -
~ the cost of the alternative or mitigation measure, when considered cumulatively with the

. cost of other alternatives or mitigation measures and which are the responsibility of the
[ID under this Agreement, does not exceed the [ID Environmental Cost Ceiling.

-(f) . Discretion of the Authong; As to any :dent:ﬁed significant
adverse impacts attributable to those aspects of the project which are components of the

transportation of the Conserved Water, the Authority shall have the discretion to make the
final determination as to what alternatives or mitigation measures will be adopted,
notwithstanding the Authority's general position as a responsible agency, and
notmthstandmg that the IID will retain its designation as lead agency. It is the intent of
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the Parties that, subject to the requirements of CEQA, the Authority shall have the same
~ discretion as may be exercised by the IID under § 9.1(e) with respect to incorporation of
alternatives and mitigation measures into the project that are within the scope of the duties
and obligations of the Authority under this Agreement. If the Authority determines not to
adopt alternatives or mitigation measures to reduce impacts to levels less than significant, -
or decides not to issue a statement of overriding considerations, the Authonty may - '
‘terminate this Agreement and shall not be obligated to pay for the transfer of Conserved
Water as contemplated by this Agreement. An alternative or ritigation measure shall not
be deemed by the Authonty to be infeasible for economic reasons if the cost of the '
" alternative or mitigation measure, when considered cumulatively with the cost of other
alternatives or mitigation measures and which are the responsibility of the Authority under
this Agreement, does not exceed the Authority Environmental Cost Ceiling.

. ()  Additional Procedures Consistent with the provisions of this
Agreement and with CEQA/NEPA requirements, the Parties shall, in good faith, establish
additional and further procedures for implementing and conducting an environmental
review of the project contemplated by this Agreement. - '

- 92 - Compliance With Endangered Species Act and Other
Applicable Laws. The Parties shall take all steps necessary to assess whether the
‘activities described in this Agreement may adversely impact threatened or endangered
species, critical habitat or other environmental resources regulated pursuant to the federal
" Endangered Species Act, the California Endangered Species Act and other applicable
state and federal laws relating to the protection of environmental resources (collectively,
"Resource Laws"). To the extent required to implement the activities described in this
Agreement in compliance with all Resource Laws, and as a condition to implementing
such activities, the Parties shall jointly undertake consultation with the U.S. Fish &
Wildtife Service ("USFWS") and process all permits, approvals and authorizations from
USFWS, the California Department of Fish & Game and other resource agencies.

 ARTICLE 10
' REPRESENTATIONS AND WARRANTIES

- 10.1 The Authority's Representations and Wai-rat_ltiec.

(a)  Due Authority/Approval Subject only to any approvals required
under Article 7 of this Agreement and compliance with environmental laws pursuant to
Article 9 of this Agreement: (i) the Authority has all legal power and authority to enter
into this Agreement and to accept the transfer of the Conserved Water on the terms set -

forth in this Agreement; and (i) the execution and delivery of this Agreement and the
Authority's performance of its obligations under the Agreement have been duly authorized
by all necessary actions of the Authority, and no other act or proceeding by the Authority
is necessary to authorize such execution, delivery; or performance.
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_is subject.

_ (b)  Signatories. The persons executing this Agreement on behalf of
the Authority have full power and authority to bind the Authority to the terms of this
Agreement. In addition, the persons signing this Agreement on the Authority's behalf
personally warrant and represent that they have such power and authority. Furthermore, -
the persons signing this Agreement on the Authority's behalf personally warrant and
. represent they have reviewed the Agreement, understand its terms and conditions and

" have been advised by counsel regarding the same. :

(c) Enforceability. Subject only to anj approvals required under
Article 7 of this Agreement and compliance with environmental laws pursuant to Article 9

“of this Agreement, this Agreement constitutes the valid and binding agreement of the
* Authority, enforceable against the Authority in accordance with the terms ofthe
_ Agreement. - ' ' :

(d) No Conflict. The execution and implementation of the Agfeement'
do not violate or trigger default under any law or other agreement to which the Authority '

. ‘(¢)  Na Pending or Threatened Disn' utes. Except as disclosed on |
Schedule 10.1(e) attached to this Agreement, there are no actions, suits, legal or
administrative proceedings, or governmental investigations pending or, to the Authority’s

. knowledge, threatened against or affecting the Authority relating to the performance
- contemplated by this Agreement, including the [ID's Water Conservation efforts, the [ID's

transfer of Conserved Water to the Authority, and the Authority's payment for such

"~ Conserved Water. :

(H Notice of Developments. The Authority agrees to givé prompt

. notice to the IID if the Authority discovers that any of its own representations and
warranties were untrue when made or determines that any of its own representations and
‘warranties will be untrue as of the Effective Date. No such notice will be deemed to
amend any schedule delivered. ' '

_ 102 Tﬁg IID's Representation and Warranties. I B
(8)  Due Authority and Approval. Subject only to any approvals

required under Article 8 of this Agreement and compliance with environmental laws

pursuant to Article 9 of this Agreement: (i) the iID has all legal power and authority to

~ enter into this Agreement and to transfer the Conserved Water on the terms set forth in
this Agreement, and (i) the execution and delivery of this Agreement and the [ID's

performance of its obligations under the Agreement have been duly authorized by all
necessary actions of the IID, and no other act or proceeding by the IID is necessary to
authorize such execution, delivery, or performance. o

(b) ~ Signatories. The persons executing this Agreement on behalf of

the IID have full power and authority to bind the IID to the terms of this Agreement. In

addition, the persons signing this Agreement on the [ID's behalf personally warrant and
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- represent that they have such power and authonty. Furthermore, the persons sigaing this
Agreement on the {ID's behalf personally warrant and represent that they have reviewed
“this Agreement, understand its terms and conditions, and have been advised by counsel
regarding the same. . - . - |

: (c) Enforceability. Subject only to any approvals required under -
Article 8 of this Agreement and compliance with environmental laws pursuant to Article 9
of this Agreement, this Agreement constitutes the valid and binding agreement of the IID.
enforceable against the IID in accordance with the terms of the Agreement.

(d) ~ No Conflicts. The execution and implementation of the Agreement '
do not violate or trigger default under any law or other agreement to which the IID 1s

subject.

(¢}  NoPending or Threatened Disputes. Except as disclosed on
" Schedule 10.2(e) attached to this Agreement, there are no actions, suits, legal or
administrative proceedings, or governmental investigations pending or, to the [ID's
knowledge, threatened against or affecting the IID relating to the performance :
contemplated by this Agreement, including the [ID's Water Conservation efforts, the IID's .
transfer of Conserved Water to the Authority, and the Authority's payment for such

Conserved Water. '

. ()  Notice of Developments. The IID agrees to give prompt notice to
the Authority if the 1ID discovers that any of its own representations and warranties were
untrue when made or determines that any of its own representations and warranties will be
untrue as of the Effective Date. No such notice will be deemed to amend any schedule

delivered. _ _
ARTICLE 11

' REDUCTIONS IN THE TRANSFER OF CONSERVED WATER
~ AS A RESULT OF SHORTAGE CONDITIONS |
ON THE COLORADO RIVER -

In the event that the Secretary declares a shortage condition on the Lower
Colorado River, and such shortage condition is of sufficient magnitude that the Secretary requires .
a reduction in diversions (less return flows) by the IID under its priority 3 right, then the IID shall
be entitled to reduce its transfer of Conserved Water to the Authority without liability in the
manner set forth below, and the Authority shall be entitled 1o reduce its payment to the [[Dina
corresponding amount. ' ' '

11.1 Pro Rata Reduction. The IID and the Authority will share pro rata in the
reduction in the [ID's allowed diversions (less return flows) under priority 3 from the Colorado
River. The IID's delivery to the Authority will be reduced by the Authority's pro rata share,
calculated as: "[the 1ID delivery obligation to the Authority under the Agreement in Colorado
River normal flow year] divided by [the IID's priority 3 right] multiplied by [the reduction in
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water available to the [ID under its priority 3 right].” For example, if the [ID were obligated to

- transfer to the Authority two hundred thousand (200,000} AFY in 2 normal flow year, the [ID's .
“priority 3 right is at three million one hundred thousand (3,100,000) AFY and Colorado River
shortage causes [ID's priority 3 right to be cut back by three hundred thousand (300,000) AFY.
then the formula for the -Authority's pro rata share and the amount the Authority will be reduced is
equal to (200,000 + 3,100,000) x 300,000 = 19,355 AFY. : S

11.2 Impendingl Shortage and Supg' lemental Agreement. Within forty-five

(45) days of delivery by the other Party of a "Notice of Impending Shortage," the Parties shall
conduct a meet-and-confer session for the purpose of negotiating a mutually acceptable

"Supplemental Agreement" (as defined below) for the transfer by the IID of supplemental
Conserved Water to-the Authonty. :

(a)  The Notice of Impending Shortage may be sent when: - -

' (i)  The unregulated inflow into Lake Powell is forecasted by
the BOR to be less than eight million eight hundred thousand (8,800,000) AF for
the next twelve (12) months for the period April to March. Unregulated flow and
Lake Mead storage shall be determined each year between April 1 and April 15
based on April 1 seasonal runoff forecasts by the BOR in cooperation with the
National Weather Service; and- '

L | (i)  The usable storage in Lake Mead is less than fifteen million
(15,000,000) AF as of the date of the forecast of the unregulated inflow into Lake
Powell. ' . ' '

(d)  The "Supplemental Agreement” shall contain the terms and
provisions under which the IID will produce and transfer Conserved Water to the
Authority for the period between the date on which the Secretary declares a Colorado
River shortage condition and the date on which the Secretary next declares a normal or
surplus condition. - : ' '

(c)  Ifa Supplemental Agreement is negotiated and executed by the IID
and the Authority, but (a) the Secretary declares a normal or surplus condition without a
shortage condition having been declared, or (b) the Secretary declares a normal or surplus -
condition after a shortage condition had been declared but the shortage magnitude never
caused a reduction in the [ID's right to make priority 3 diversions (less return flows), then

" . the Supplemental Agreement shail be void and of no force or effect. o

o 113  Right of First Refusal. 1fa Supplemental Agreement has not been.
reached within sixty (60) days of delivery of the Notice of Impending Shortage, then the _
Authority shall have a right of first refusal for any contract for transfer of Conserved Water by the
[ID and a third party that is entered into after the delivery of the Notice of Impending Shortage
and which contract provides for the delivery of Conserved Water to commence within eighteen
(18) months (a "Shortage Contract™). The Authority's right of first refusal shall continue until
the Secretary declares that the Colorado Riverisina normal or surplus flow condition, even if the

-54-

 ARTICLE LI




' .  Authority does not exercise its right of first refusal each time sitch right is exercisable with respect -
to successive Shortage Contracts. ' : : ' '

(@)  Within five (5) days of the IID Board approval of a Shortage
Contract, the IID shall deliver to the Authority a "Notice of Right to Exercise Right of
First Refusal" along with a copy of the Shortage Contract. : :

(b)  Within forty-five (45) days of the I[D's delivery of a Notice of Right
to Exercise Right of First Refusal, the Authority shall exercise its right of first refusal by
delivering to the IID a "Notice of Exercise of Right of First Refusal,” along with -
evidence of the Authority's Board approval, or shall expressly waive in writing its

" opportunity to accept that particular Shortage Contract. Failure by the Authonty to
respond in writing to the Notice of Right to Exercise of Right of First Refusal within
forty-five (45) days shall be deemed a waiver of the Authority's right to accept the

 particular Shortage Contract, and thereafter the IID shall be free to go forward with the
~ Shortage Contract with the third party. - ' :

s (c) The Authdrity's exercise of its right of first refusal shall obligate the
* Authority to perform under any Shortage Contract for the entire contractual term of the
- Shortage Contract and according to all of its terms. ' :

. . - 114 Cover Water. ‘
' - (a)  Reimbursement Conditions. The Authority may mitigate i_t's pro

rata reduction by contracting with a third party ("Cover Contract") to providea
replacement supply of water exclusive of any reduction of Additional Available Water
("Cover Water"). (Any reduction shall be pro rated between Primary Transfer Water and
Additional Available Water based on the ratio of Primary Transfer Water to Additional
‘Available Water being transferred.) The IID will reimburse the Authority an amount as set
forth below for the cost of Cover Water provided that all of the following conditions are
satisfied: : -

: (1) Neither a Supplemental Agreement nor the exercise ofa -
" right of first refusal on a Shortage Contract has provided the Authonity with a
quantity of water equal to or greater than the pro rata reduction of the Primary
. - Transfer Water, - :

(i) ~ A Notice of Waiver has been sent by either Party and

' (i)  The percentage magnitude of the Authority Shortage is
greater than or equal to thirty percent (30%). ' .

- o () Notice Within five (5) days of the Authority's Board approval of a
. —— Cover Contract, the Authority shall deliver to the [ID a copy of the Cover Contract.

()  Reimbursement Amount. The IID shall reiniburse the Authonty for
*fifty percent (50%) of the difference between the cost per AF of the Cover Water and the
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: . : " water being transferred to the-Authority by the IID under the Agreement, with such

~ obligation to extend only to the actual amount of water equal to the Authority's pro rata
reduction in the Primary Transfer Water under this Agreement, and not to any pro rata
reduction in the amount of Additional Available Water being transferred to the Authority.
However, under no circumstances shall the I[D's annual reimbursement obligation exceed
one hundred dollars ($100) per AF multiplied by fifteen percent (15%) of the Primary
Transfer Water that would have been transferred but for the declared shortage condition
of the Colorado River. The determination of the cost of the Cover Water shall be made in
the same manner as the determination of the cost of water under an Eligible Transaction in
a Price Redetermination . ' o

(d)  Reimbursement Termination. The IID's reimbufsement obligation
shall terminate upon the Secretary's dectaration that the Colorado River is in 2 normal or
surplus flow condition. e ' - :

ARTICLE 12

OTHER RISKS -

_ 121 An adverse determination to the IID, if not pursued or supported by the
Authority, restricting the IID from diverting and using more than 3, 100,000 AFY under its
: priority 3 appropriative right after the Effective Date based on theories of equitable ' _
. : apportionment, forfeiture, abandonment or other theory refated to the [ID's use, shall not reduce
 the quantity of Conserved Water that the IID is obligated to transfer to the Authority under this
Agreement. - : :

122 The consent of the IID to a restriction on its right to divert and use more
than 3,100,000 AFY under its priority 3 appropriative right after the Effective Date shall not
reduce the quantity of Conserved Water that the IID is obligated to transfer to the Authority
under this Agreement. | _ . .

: 123 The consent of the IID to, or an adverse determination against the I1ID, if -
not pursued or supported by the Authority, after the Effective Date finding that the [ID isno
longer reasonably and beneficially using ali of its water shall not reduce the quantity of Conserved
Water that the IID is obligated to transfer to the Authority under this Agreement. : '

: 12.4 Except as a result of breach by Contracting Landowners, an adverse
. determination after the Effective Date that the amount of Conserved Water available for transfer
by the IID to the Authority is less than the amount originally approved by tie SWRCB and BOR
shall modify the Agreement by reducing the [ID's transfer of Conserved Water obligation to the

newly-determined reduced amount and by reducing the Authority's payment to the [ID to
correspond to the newly-determined reduced amount. . ' -

- IR 12.5 T}_ie risk of an unexpected event disrupting the IID's ability to generate or
. transfer Conserved Water or an unexpected event disrupting the Authority's ability to receive
Conserved Water such as a natural disaster, act of war or like emergency, shall be borne by the -
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Parties as follows. An extended drought, even of unexpected magnitude, is not an unexpected |
disrupting event. 2 ' : _ . ) :

(a) . The [ID shall be required, at its own expense, to take whatever
steps-are necessary to cure or solve the unexpected disruption to its ability to generate and
- transfer Conserved Water and shall provide the Authority as soon as reasonably possible.
with any makeup water necessary to replace any Conserved Water lost as a result of the
unexpected disruption.- The Authority may also withhold payments otherwise due until the
makeup water is generated and transferred. - : '

" (b)  The Authority shall be required, at its own expense, t0 take
whatever steps are necessary to cure or solve the unexpected disruption in its ability to
receive Conserved Water and during such disruption, shall not be relieved of its payment

_ obligations to the IID. o : o :

()  The Parties agree, to the extent practicable and without shifting the
risks as set forth in this Article 12, to actively cooperate and use their reasonable best
efforts to mitigate the effects of any such unexpected disruption event, including actively

- participating in a joint request 10 the BOR for an emergency storage right in Lake Meador

~ Lake Havasu for the Conserved Water.

. (d)  The Parties agree that during the period of the uncured, imexpected
disruption event under § 12.5(b), the Authority shall be relieved of the Temporary Re-
“Transfer restrictions of § 3.3. s

ARTICLE 13 -
EMINENT DOMAIN/TAKINGS

_ 13.1 A lawful taking by an empowered governmental entity of some or all of the

_ [ID's priority 3 water rights shall entitle the IID to retain all compensation paid by the taking

governmental entity; provided, however, that if the taking prevents the IID from transfemnng the

full quantity of Conserved Water to the Authority under this Agreement, the Authority will share

~ in any compensation paid to the extent the taking reduces the IID's transfer of Conserved Water.
If the taking does not prevent the [ID from transferring the full quantity of Conserved Water
 under this Agreement, then the taking shall not reduce the quantity of Conserved Water that the

1D is obligated to transfer under this Agreement. - L

132 A lawful taking by an empowered goverﬁmenfal entity of some or all of the

Authority's right to receive Conserved Water under this Agreement shall entitle the Authority to
retain all compensation paid by the taking governmental entity.
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ARTICLE 14

MISCELLANEOUS

14.1 [ID Retention of Water Rights; No “Property” Rights in Water

Rights Created Hereunder. The Parties agree that the Agreement does not in any way transfer,
assign, encumber, or grant the Authority any ownership interest in or control over any of the IID
Senior Water Rights. The Authority covenants and agrees not to assert any such interest in or
~ control over any of the IID Senior Water Rights. Furthermore, upon the termination of the -
Agreement, neither the terms of the Agreement or the conduct of the Parties in performance of
the Agreement shall be construed to enhance or diminish the rights of either Party as such rights
" existed at the Execution Date, including, without limitation rights arising from the application of

principles of reliance, estoppel, intervening public use, domestic or municipal priority, domestic or
" municipal shortage or emergency, or equitable apportionment. 2

- 142 Contracts with the Landowners. The IID solely shall contract with the
Contracting Landowners and shall be solely responsible for enforcing the terms of such contracts.
‘The IID shall bear the sole responsibility and consequences of a breach by any Contracting
‘Landowner. The Authority shail not be a third party beneficiary to any of the contracts between
the Contracting Landowners and the IID, and the Authority shall not have or acquire any rights by
virtue of those contracts. The IID covenants and agrees that fallowing will not be a permitted
- Water Conservation effort under its contracts with its Contracting Landowners.

Aimcw 15
DEFAULT

i5.1 Events of Default by the Authority. Each of the following constitutes an
~ "Event of Default" by the Authority under this Agreement: - | - B

_ (a) Payment The Authority fails to pay any amount by the Due Date.
If the Authority fails to pay any payment on the Due Date, that delinquent payment will
- bear a Late Payment Charge as set forth in § 6.3 until paid in full. - ' o

_ : ()  Qther Promises. The Authority fails to perform or observe any
term, covenant, or undertaking in this Agreement that it is to perform or observe, and such
default continues for forty-five (45) days from a Notice of Default being sent inthe
manner provided in § 18.6. - : '

{¢) Warranties and Representations. 'Any warranty, representation,
or other statement made by or on behalf of the Authority and contained (i) in this
Agreement or (i) in any other document furnished in compliance with or in reference to
this Agreement is on the date made, or later proves to be, false, misleading, or untrue in
any material respect. o
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o . | 15.2 -Events of Default by the [ID Each of the following constitutes an Event -
' of Default by the IID under this Agreement. o e o '

(z) - Transfer. The IID fails to transfer Conserved Water in the
quantities and on the schedule specified in this Agreement. : :

(b)  Qther Promises. The IID fails to perform or observe any term, . -
_covénant, or undertaking in this Agreement that it is to perform or observe, and such
default continues for forty-five (45) days from a Notice of Default being sent in the
manner provided in § 18.6. ' : - :

(c) Warranties and Representations. Any warranty, representation,
or other statement made by or on behalf of the IID and contained (i) in this Agreement or
(ii) in any other document furnished in compliance with or in reference to this Agreement
" is on the date made, or later proves to be, false, misleading, or untrue in any material '

- respect.
ARTICLE 16.
|  REMEDIES -
o '. el Specific Perfémggcg. Each Party recognizes and agrees that the right§
i . ~ and obligations set forth in this Agreement are unique and of such a nature as to be inherently

difficult or impossible to value monetarily. If one Party does not perform in accordance with the

specific wording of any of the provisions in this Agreement applicable to that Party, or otherwise

breaches, the other Party would likely suffer irreparable harm. Therefore, if either Party breaches

this Agreement, an action at law for damages or other remedies at law would be wholly

 inadequate to protect the unique rights and interests of the other Party to the Agreement.

Accordingly, in any court controversy concerning this Agreement, the Agreement's provisions will
" be enforceable in a court of equity by a decree of specific performance. This specific-performance
 remedy is not exclusive and is in addition to any other remedy available to the Parties.

_ 162 Cumulative Rights and Remedies. The Parties do not intend that any
right or remedy given to a Party on the breach of any provision under this Agreement be
exclusive; each such right or remedy is cumulative and in addition to any other remedy provided
in this Agreement or otherwise available at law or in equity. If the nonbreaching Party failsto
_exercise or delays in exercising any such right or remedy, the nonbreaching Party does not thereby
waive that right or remedy. In addition, no single or partial exercise of any right, power, or
privilege precludes any other or further exercise of a right, power, or privilege granted by this
Agreement or otherwise. = _ -

_ 163  Action or Proceeding Between the Parties. Each Party acknowledges
o ‘that it is a "local agency” within the meaning of § 394(c) of the California Code of Civil Procedure
. ("CCP"). Each Party further acknowledges that any action or proceeding commenced by one -
: - Party against the other would, under § 394(a) of the CCP, as a matter of law be subject to
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. : . (a) . Being transferred to a "Neutral County," or

_ (b) Instead, hé_ving a disintefested.judge from a Neutral County
assigned by the Chairman of the Judicial Council to hear the action or proceeding.

A "Neutral County" is one in which neither the Authority nor the IID is situétéd, Each Paﬁy'
hereby: ' . ' ; o

_ - {a) Stipulates to the action or proceeding being transferred to a Neutral
County or to having a disinterested judge from a Neutral County assigned to hear the
action or proceeding, B

: - (b) Waives the usual notice required under the law-ahd-mo_tion
provisions of Rule 317 of the California Rules of Court; o

_ (c) Consents to having any motion under § 394(c) heard with notice as
an ex parte matter under Rule 379 of the California Rules of Court, and :

(d)  Acknowledges that t_his.Agreement, and in particular this section,
may be submitted to the court as part of the moving papers. S

_ Nothing in this section, however, impairs or limits the ability of a Party to contest the suitability of
. . any particular county to serve as a Neutral County.

'ARTICLE 17
RESOLUTION OF DISPUTES

o All disputes ("Disputes") betweer the parties other than Events of Default or
Events Constituting An Emergency shall be resolved pursuant to the provisions of this Article.

_ 17.1 Administrative Committee. An "Administrative Committee" shall be
established comprised of two representatives from each Party designated by each Party's General
Manager, - This Administrative Committee shall be formed for the general purpose of ensuring this
Agreement is being administered and implemented in accordance with its terms. The Parties to
this Agreement shall exercise their best efforts to resolve Disputes through the development of a
* consensus. The Parties shall alternate chairing the Administrative Committee. In each odd year, .
" beginning in Agreement Year |, 2 representative from 1D shall be the Chair of the Administrative
Committee. In each even year, beginning in Agreement Year 2, one of the Authority
representatives shall be the Chair of the Administrative Committee. The Chair shall have the
responsibility for scheduling all meetings required under this Article. A meeting of the -
Administrative Committee can be requested by either Party at any time. The Administrative
Committee shall use best efforts to obtain consensus on the appropriate resolution of technical,
_ . administrative, financial, legal and operational issues that may arise from time to time. The
. Administrative Committee shall instruct, supervise and give direction to the Advisor.
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' . B _ 17.2 Emp,loxmen't' of Advisor. The Administrative Committee shall employ at
the equal expense of both Parties an individual (the "Advisor") with the education and skills.

appropriate to assist the Administrative Committee acquire necessary information, evaluate
information and reach consensus on issues that may arise concerning the Base Contract Price, -
Shortage Premium, Price Redetermination, Adjunct Contracts, Water Quality Transactions, '
‘Drought Transactions, Last Best Offer comparisons, and Shortage Sharing matters. '

‘ 17.3  Annual Meeting. The Administrative Committee shall meet at least once
" annually, or as frequently as necessary, far the purpose of reviewing the administration and
implementation of this Agreement.

17.4 - Dispute Resolution Procedure. The Parties to this Agreement shall

submit any Dispute related to or arising under tiis Agreement to the Administrative Committee

" for consideration. The Party raising the Dispute shall be required to submit a description of the
Dispute in writing to the other Party ("Notice of Dispute”). Within fourteen (14) calendar days
of the Party's receipt of the Notice of Dispute, the Chair shall schedule a meeting of the - '
Administrative Committee to address the identified Dispute. The Administrative Committee shall
convene a meeting within thirty (30) calendar days of the receipt of the Notice of Dispute and it
shall use good faith and best efforts to resolve the Dispute. .

:. S 17.5 Content of Written Notice of Dispute. 'The Notice of Dispute shall
. ~ provide a brief description of the nature of the Dispute and any relevant background information

that will assist the Administrative Comumittee in its attempt to fairly resolve the matter in
‘conformance with the terms of this Agreement. The Notice shall identify the nature of the
decision or relief requested. S : o

_ 17.6 Failure of the Administrative Committee to Resolve the Dispute: In

* the event that the Administrative Committee cannot resolve the Dispute, the resolution of the
Dispute shall be referred to a panel comprised of two designated governing board representatives

* and one staff member or staff designee from each of the Parties ("Dispute Panel”). The six-
member Dispute Panel shall meet at least once to discharge their good faith obligations to resclve
~ the Dispute by consensus. The Parties may mutually agree to utilize the services of a professional
" mediator to facilitate dispute resolution.” Any mediator shall be selected jointly by the Parties and

his fees shall be paid equally by the Parties. Any individual who mediates a Dispute shall not be .

appointed by either Party as an arbitrator for resolution of that Dispute.

17.7 Arbitration. Any Dispute arising out of this Agreement which cannot be
resolved by agreement shall be resolved through binding arbitration by a panel of arbitrators in an
arbitration proceeding conducted in a Neutral County, or such other location as the Parties may -
agree. Arbitration proceedings may be initiated by either Party sending a demand for arbitration
to the other Party in conformance with the Notice provisions of this Agreement. The Parties shall

_impanel a group of three arbitrators by each selecting an arbitrator of their choice who shall then
e select the third member of the panel. If the two arbitrators appointed by the Parties cannot agree
_ . on a third arbitrator within ten (10) Business Days from the initiation of the arbitration
proceeding, the third neutral arbitrator shall be selected by the presiding judge of the Neutral
County superior court. At least one of the arbitrators must be a person who has actively engaged
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in the practice of law with expertise deciding disputes and interpreting contracts. Prior to the
" commencement of proceedings, the appointed arbitrators will take an oath of impartiality. The -
Parties shall use their reasonable best efforts to have the arbitration proceeding concluded within
ninety (90) Business Days of the selection of the third panel member. R

In rendering the award, the arbitrators shall determine the rights and obligations of
" the Parties according to the substantive and procedural laws of California. - All discovery shall be
* governed by the CCP with all applicable time periods for notice and scheduling provided therein
being reduced by one-half (Y3). The arbitrators may establish other discovery limitations or rules.
The arbitration process will otherwise be governed by the Commercial Arbitration Rules of the
American Arbitration Association. All issues regarding compliance with discovery requests shall
be decided by the arbitrators. A decision by two of three arbitrators will be deemed the
arbitration decision. The arbitration decision shall be in writing and shall specify the factual and
legal bases for the decision. The decision of such arbitrators shall be final and binding upon the
parties, and judgment upon the decision rendered by the arbitration may be entered in the Neutral

County superior court.

: The costs (including, but not limited to, reasonable fees and expenses of counsel

- and expert or consultant fees and costs), incurred in an arbitration (including the costs to enforce. .

or preserve the decision) shall be borne by the Party whom the decision is against. If the decision -

~ is not clearly against one Party on one or more issues, each Party shall bear its own costs. The
arbitration decision shall identify whether any Party shail be responsible for the other Party's costs.

178 Event Constituting An Emergency. An Event Constituting An
'Emergency shall not be subject to the provisions of this Article 17. ' _

ARTICLE 18
~ GENERAL PROVISIONS - |
18.1 Mﬂ;ﬂ_&gﬁg This Agreement is made solely for the benefit of

the Parties and their respective permittéd successors and assigns (if any). Except for such a
permitted successor or assign, no other person or entity may have or acquire any right by virtue of -
this Agreement. . : - o

182 Counting Davs. Days shall be counted by excluding the first day and
including the last day, unless the last day is nota Business Day, and then it shall be excluded. Any
act required by this Agreement to be performed by a certain day shall be timely performed if it is

- completed before 5:00 p.m. Pacific Time on that date, unless otherwise specified. If the day for

- performing any obligation under this Agreement is not a Business Day, then the time for
performing that obligation shall be extended to 5:00 p.m. Pacific Time on the next Business Day.

_ 18.3 Ambiguities. Each Party and its counsei have participated fully in the
- drafting, review and revision of this Agreement. A rule of construction to the effect that -
ambiguities are to be resoived against the drafting Party will not apply in interpreting this
Agreement, including any amendments or modifications. o
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184 Governing Law. California law goverhs this Agreement and any dispute -

 arising from the relationship between the Parties under the Agreement.

185  Binding Effect: No Assignment This Agreement is and will be binding

upon and will inure to the benefit of the Parties and, upon dissolution, the legal successors and
assigns of their assetsand liabilities. Except as permitted in § 3.3 regarding the limited Re- - L
Transfers by the Authority, neither Party may assign any of its rights or delegate any of its duties.

_under this Agreement. Any Assignment or Delegation made in violation of this Agreement is void |

and of no force or effect.

_ 18.6 Notices. All notices, requests, demands, or other communications under
this Agreement must be in writing, and sent to both addressees of each Party. Notice will be
sufficiently given for all purposes as follows: :

. Personal Delivery. When personally delivered to the recipient.
Notice is effective on delivery.

. First-Class Mail. When mailed first-class to the last address of the

recipient known to the Party giving notice. Notice is effective five
mail delivery days after it is deposited in a United States Postal -
Service office or mailbox. ' A

. Certg'ﬁe&MaiI. When mailed certified mail, return receipt
) requested. Notice is effective on receipt, if a return receipt
confirms delivery. ' -

D Overnight Delivery. When delivered by an ovei‘night delivéry-.

service such as Federal Express, charged prepaid or charged to the

sender's account. Notice is effective on delivery, if delivery is
confirmed by the delivery service. -

 Addresses for purpose of giving notice are as follows:

To IID: Imperial Irrigation District
_ - 333 E. Barioni Boulevard
P.O. Box 937 '
Imperial, California 92251
Attn: General Manager
Telephone: 760-339-9477

Withacopyto: - Horton, Knox, Carter & Foote
o 895 Broadway :
E! Centro, California 9224
Attn: John P. Carter, Chief Counsel
Telephone: 760-352-2821
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. ' -+ To Authority: San Diego County Water Authority
o ' ' - 3211 Fifth Avenue
~ San Diego, California 92103
Attn: General Manager
Telephone: 619-682-4202-

With a copy to: San Diego County Water Authority
_ ' 3211 Fifth Avenue _ :
San Diego, California 92103
Attn: General Counsel
Telephone: 619-682-4113

; (a) A correctly addressed notice that is refused, unclaimed, or
undeliverable because of an act or omission by the Party to be notified will be deemed
effective as of the first date that that notice was refused, unclaimed, or deemed
undeliverable by the postal authorities, messenger, or overnight delivery service.

_ _ (b) A Party may change its address by giving the other Party' notice of
the change in any manner permitted by this Agreement. : _

18.7 Entire Agreement. This Agreement (including the exhibits and schedules
Ny attached to this Agreement) constitutes the final, complete, and exclusive statement of the terms
. of the agreement between the Parties pertaining to the transfer of Conserved Water and - _
supersedes all prior and contemporaneous understandings or agreements of the Parties.. Neither
Party has been induced to enter into this Agreement by, nor is either Party relying on, any
representation or warranty outside those expressly set forth in this Agreement. '

_ 188 Time of the Essence. Time is of the essence of and under this Agreement
and of every provision thereof. - o . o _ S

189 M&Mﬂ This Agreement may be suppiemented, amended, or
modified only by the agreement of the Parties. No supplement, amendment, or modification will
be binding unless it is in writing and signed by both Parties. ' '

_ ~ 18.10 Waiver. No waiver of a breach, failure of condition, or any rightor .
" remedy contained in or granted by the provisions of this Agreement is effective unless it is in
' writing and signed by the Party waiving the breach, failure, right, or remedy. No waiver of a
breach, failure of condition, or right or remedy is or may be deemed a waiver of any other breach,
failure, right or remedy, whether similar or not. In addition, no waiver will constitute a continuing
‘waiver unless the writing so specifies. . ' ' :

: _ 18.11 Joint Defense. The Parties agree to proceed with reasonable diligence and
use reasonable best efforts to jointly defend any lawsuit or administrative proceeding challenging
- - the legality, validity, or enforceability of any term of this Agreement, or any Party's right to act in
. ' accordance with any of the terms of this Agreement. ' S _ '
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_ IN WITNESS WHEREOF, the IID and the Authority hav’é executed this
Agreement as of the day and year first written above. L

w o eman
,,/(..-/;dﬁc/

By: s
Lioyd,W. Allen”
Its; President

By:

By:

Approved.asto Jo

SAN DIEGO COUNTY WATER AUTHORITY,
a California county water authority '

Christine M. Frahm

_ Its: (;J_l_ainnan @L‘
By: M AL

fgséph Pdrker

Its: Vicg-Chairman

"Authority”

By:

o

Harold W. Ball
Its: Secretary
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' _Exhibit A: Base Contract Price

 This exhibit illustrates the calculation of the "Baso Contract Price.” The Ba'se.Contr'act _ |
Price is calculated by d_eterminiﬁg the MWD Full Water Rate, Base Wheeling Rate, |
Applicable Discount Rate, and Actual Wheeling Rate (§ 5.1). The Base Contract Pﬁce is
subject to a Pnce Redetermmatlon (§5. 3) For an lllustrat:on of the impact of a Price |
Redeterrmnanon on the Base Contract Price, see Ex.hlblt E: Price Redeternnnatlon

Base Contracr Price

The formula for the Base Contract Price is as foliows (see §5.1)

Base Contract Price = (MWD Full Water Rate - Base Wheelmg Rate) x (1 - Applicable Dlscount
- Rate) + 50% (Base Wheeling Rate - Actual Wheeling Rate)

" — . l

| The Applicable Dis_coﬁnt Rate is governed by the fo’llowing schedule:

_Agreement Year - Discount Rate
1 2500 -
2 2389
3 2278
4 2167
5 2056
[ .1944
7 1833
8 - 1722
9 1611
10 .1500
11 - 1350
12 1200
13 .1050
14 1 .0900
15 0750
16 0625
17 and thereafter - .0500

“The calculation of ea.ch compon'em is as follows:-

_MWD Full Water Rate

‘The definition of the MWD Full Water Rate isas follows (§ 5. 1)

' Terms in bold are defined in § 1.1 of the Agreement.

56




. - ' - Untreated Full Service Water Rate +

B _ Per AF valuation of other Volume-Sensitive C harges +
MWD Full Water Rate =

Non-Volume Sensmve Charges + the Four-Year Rolling

Average of (the quantity of Authority purchases from

‘MWD + the quantity of IID Conserved Water transferred -

to the Authonty)

To find .the' per AF value for each addend, examine thé most current MWD Board -
resoluuons setting MWD 5 rates, charges fees and property taxes in effect as of the date of the
* calculation of the MWD Full Water Rate. '
(a) Untreated Full Service Water Ratg and Vglume-Sens;;we ghgggg Suppose an

- MWD Board resolution adopted water rates as follows

_ Class of Service _ Rate or Charge
Full Service ~ Untreated ' $349/AF
, : | Full Service — Treated $431/AF
! .  [Agricultural — Untreated | $236/AF
T | Agricultural — Treated - $294/AF
Seasonal Storage, Long-Term — Untreated $233/AF
Seasonal Storage, Long-Term — Treated $290/AF .
‘| Seasonal Storage, Shift — Untreated $244/AF
Seasonal Storage, Shift — Treatéd : ~ S301/AF
|Recycled ‘ ~ S113/AF

The deﬁnmon of the MWD Full Water Rate includes only the rate for Untreated Full -
Service and other Volume-Sensitive Charges. Volume-Sensitive Charges specnﬁcally exclude
' charges for treated, agncultural, seasonal storage, and recycled water service (§ 5.1). Under this
_example, MWD is not levying a rate or charge within the definition of Volume-Sensitive Charges.
Theret'ore while other Volume-Sensitive Charges could be included in the MWD Full Water :

Rate, none would be under this example and the entry for Volume-Sensitive Charges is $0 per.

. * This Iexarnple is based on “Recommended Water Rates for Fiscal Year 1997-98 to Become
Effective January 1, 1998 and Resolutions to Impose Charges," memorandum dated
February 25, 1997 from MWD General Manager to MWD Board of Directors.
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| . . - AF. Therefore only the $349 per AF rate for Untreated Full Service would be included in rhe

calculation of the MWD Full Water Rate for the first two addends.

(b) - Non-Volume Sensrtwe Chggg_ MWD in 1997 levied three types of rates and
charges that must be analyzed for mclusron as Non-Volume Sensrtwe Charges for the calculatlon
of the MWD F ull Water Rate. | _

First, the Readiness-To- Serve ("RTS") charge for 1997 did not vary by the quantity of
'water dehvered by MWD to the Authonty in 1997. Thus the RTS charge does not meet the B
definition of Volume-Sensitive Charges (§ 5.1), and is not one of the charges or taxes specrﬁcally
'excluded from the deﬁmtlon of Non-Volume Sensitive Charges (§ 5.1). Theref'ore the RTS

- charge s mcludable in the MWD Full Water Rate as part of the Non-Volume Sensitive Charges.
I the MWD Board resolution adopting the RTS obhgatron of MWD member agencies stated that
- the Authonty s obhgatlon for the 1997 year was $24 782,000, regardless of the method MWD
.' . | uses to coilect thlS obhgatron, the full $24,782,000 is :ncluded as part of the Non-Volume |
.  Sensitive Charges. ' '

Second, MWD property taxes levrod below the Property Tax Rate Lmnt are excluded

from the calculation of Non-Volume Sensitive Charges (§ 5.1). Therefore, it is necessary to

" check whether the property taxes levied by MWD equals or exceeds the Property Tax Rate lelt |
This requires examination of the MWD Board resolution adopted in August of each year ancl
supporting staff memorandum authorizing the levy of MWD's property taxes, as well as
confirmation that MWD calculates its property tax limit under MWD Act § 124.5 consistent with

| the definition of the Property Tax Rate Limit in the Agreement (§ 5.1). In fiscal year 1997-98, for
example suppose MWD levied net property taxes of $84.3 rmlhon, while its net property tax limit
was $100.1 rmihon The ca]cu!atlon conforms wrth the deﬁmnon of the Property Tax Rate Limit .

*  As allowed under Section 4402 of the Metropohtan District Administrative Code , MWD
: allows its member agencies to pay their RTS obligation by having MWD levy a " standby
' charge" on parcels within the service area of the member agency. Other than for the specific
' . : exclusions stated in the definition of Non-Volume Sensitive Charges (§ 5.1), all Non-Volume
Sensitive Charges are included, regardless of the method MWD uses to collect the charges
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in the Agreement.* MWD's levied property taxes for the 1997-98 example fall below the defined '

Property Tax Rate Limit, therefore MWD's prbperty taxés are excluded from the calculation of
the Non-Volume Sensitive Charges and from the MWD Full Water Rate:* |

Third, MWD cqnnection maintenance charges paid in excess of the Excluded Connection

' Maintenance Charges, i.e., in excess of $200 cubic feet per second ("cfs") of connected capacity

per month are included in the calculation of the MWD Full Water Rate (see § 5.2). In 1997 for

example, MWD levied a charge of $30 per cfs of capacity per month. Thérefore, the amount of _
c_o.nnecti'on maintenance charges in. excess of the Excluded Connection Majntenéhce Charges is
zerof | | - : | : _

| Thus, ﬁnder the 1997 example, _Non-Volu.rne- Sensitive Chérges total $24,782,000.. If the

Authority's Four-Year Rolling Average of purchases from MWD plus transfers from IID totalled

_ | ¢ | 5@ MWD Board Resolution of August 19, 1997, and supporting staff memorandum dated

 August 5, 1997. If the MWD limit does not conform with the definition of the Property Tax |
* Rate Limit, then the MWD limit must be calculated according to the definition.

5 [fMWD levied property taxes in excess of the Property Tax Rate Limit, then the amount of

revenues included in the calculation of the MWD Full Water Rate would be as follows:

e Step I Calculate the amount by which MWD's levied property taxes exceed the

~ Property Tax Rate Limit. The excess property (ax rate (EPTR) equals (MWD

" property tax levies - Property Tax Limit) + total taxable assessed valuation of MWD .
service area for the applicable fiscal year. '

o Step 2. Calculate the amount of property taxes included as a Non-Volume Sensitive
Charge. The amount of included property taxes equals the EPTR times the taxable
assessed valuation of the Authority service area for the applicable fiscal year. .

For example, suppose that MWD levies property taxes of $120 million (a property tax rate of .
0070 percent on a total taxable assessed v uation of $15 billion), while the Property Tax

" Rate Limit is only $100 million. MWD's property tax levies would exceed the Property Tax

" Rate Limit by $20 million. The excess property tax rate would be 0013 ($20 million divided
by $15 billion). If the taxable assessed valuation of the Authority equaled $3.75 billion, then a
total of $5 million of property taxes (.0013 multiplied by $3.75 billicn) would be included in
the calculation of Non-Volume Sensitive Charges. o

§ [f MWD levies a connection maintenance charge in excess of $200 per cfs of capacity per

month, then the amount of revenues included as connection maintenance charges in the
calculation of Non-Volume Sensitive Charges would be the following; (MWD connection
maintenance charges - Excluded Connection Maintenance Charges), muitiplied by the
Authority's capacity. If the MWD charge were $300 per cfs of capacity per month and the
Authority's capacity were 1,000 cfs, then'a total of $1.2 million of connection maintenance
charges {12 x (3300 per cfs - $200 per cfs) x 1,000 cfs of capacity] would be included in the
calculation of Non-Volume Sensitive Charges. :
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485,000 AF, then Non-Volume Sensitive Charges would total 351 per AF calculated as
(524,782, 000 + 485,000}, )

(c) IWND Full Water Rate. The example MWD Full Water Rate would total 5400 per
AF, determmed as the Untreated Full Service Water Rate of 3349 per AF plus $0 per AI-' of

- Volume Sensnwe Charges plus 851 per AF of Non-Volume Sensitive Charges

Base Wheelmg Rate _
The calculation of the Base Wheehng Rate is dependent on the deﬁned costs actually

mcurred by MWD for the facilities used along ‘the deﬁned Conveyance Path. _
(a) ethod to Cal ulate r'nzed unt f Net Boo Value for mainin seful
Life of Each Facrhg in the Conveyance Path Reagh The calculatlon starts with the .
_computation of Net Book Value The formula is: ' -
- -—~[1 - (t- l)+L]xI,
where, '

NBV, = the remaining undepreciated initial capital investment in year "

t = the number of years the facility has been in operation (t=1 for the first year of
useful life)

L = useful life of the facility

L, = initial capltal investrment in the facility

For example, if the initial capnal mvestment in a facility vmh a useful hfe of 80 years was
- $100 million, then the Net Book Value in the tenth year of the facility's useful life would be
| $88,750,0007 | |
_ The next step isto calculate the a.rmual amortized arnount_of | tne Net Book Value over the
remaining useful life of the facility. The formulais: |

ANBV, = NBV, +PV14
~ where,

ANBV, = annual amortized amount of the Net Book Value for yeart

' $88,750,000 = [1 - (10 - 1) + 80] x $100,000,000 = 8875 x $100,000,000
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-_ . PVy, = the present value of receiving an annual payment of 51 stan;ng in year t for
: . the rematmng useful life of the facility using an interest rate equal to the most
recent esttmate of MWD's hxstoncal weighted average cost of capital '

For example, the amortized amount of the $88,750,000 of Net Book Value as of the IOth

'year ofa facxhty with useful life of 80 years, assuming an average cost of capital of 6. 5%, is:?
ANBV‘ $38,750, 000 $15 20 = $5,838,816

If' the rated annual capacity of the facility were 1,000,000 AF then the capltal cost
- component of the Base W_heeiing Rate wbuld be $5.84 per AF calculated as [$5.,838,8 16+
1,000,000 AF]. | | -
.. (b) culate Repl emen . The calculation starts with the.
amortization of any replacement costs caused by the wheehng of Conserved Water. The formula -

is:

. ' - . : ARQ:RC;':'PVL

where,
ARC, = amortized replacement costs incurred in year t
RC, = replacement cost incurred in yeért
' PV, = the present value of receiving an annual payment of $1 starting in yeart for the

useful life of the replacement equipmen t using an interest rate equal to the most
recent estimate of MWD's historical weighted average cost of capital '

-Suppose the wheeling of 100,000 AF in year t required the replacement of equipment
b costmg $10,000,000. If the wheelmg of 100,000 AF used, for example, 1/10th of the equipment’s '
capacxty, then the replacement cost incurred in yeart ‘would be $1,000, 000. Assuming that the
useful hfe of the equspment were 10 years, then the amortized replacement costs would be o
ARC, = $1,000,000 + $7.19 = $139,105 |
or $1.39 per AF calculated as [$139,105 + 100,000 AF].

. o The present value of $1 received over 70 years usmg an interest rate of 6. 5% equals $15.20.
% The present value of $1 recewed over 10 years using an interest rate of 6.5% equals $7.15.
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. - (¢)  Sample Calculation £ B ee Wheeling Rate. The calculation of the Batse_ Whee.lin‘_e,
o Rate snrns the annual total of Reach Wheeling'Char'ges divi'cied by the difference between the |
annual volume of Conserved Water transferred to the Authority and any Conveyance Losses

The Reach Wheelmg Charge for each Conveyance Path Reach is the sum of the Conveyance
'. Path Capital Costs (the undeprecrated initial capital investment amortized over the remaining
useful life of the facility), Conveyance Path Operation and Mamtenance Costs Conveyance
f P_at.h Replacement Costs, and Conveyance Path Power Costs.
. Exemplar Base Contract Price -
| Assummg a MWD Full Water Rate of $400 per AF, a Base Wheeling Rate of $68.50 per. E
AF, and an Actual Wheeling Rate equal to the Base Wheeling Rate, the Base Contract Price
would be calculated as follows: | | _ - | | _ .
Base Contract Pr_ice = (MWD Full Water Rate - Base Wheeling Rate) x

o o _ ~ (1-Applicable Discount Rate) + 50% x _
, . o _ _(Base Wheeling Rate - Actual Wheeling Rate), or =~ -

Base Contract Price. = (8400 per AF - $68.50 per AF) x (1 - Applicable

Discount Rate) + 50% x ($68.50 per AF -
. $68.50 per AF), or
($331.50 per AF) x (1 - Applicable Drscount Rate)

In the first year water is transferred the Applicable Discount Rate equals 25%. Therefore

Base Contract Price -

. _the example Base Contract Price would equal $248.63 per AF ca]culated as ($331.50) x (75%)
.~ Finally, suppose that a Supplemental Wheelmg Charge of $40 per AF was paid in the year

for the entrr_e amount of water the Authonty diverted at the dwers:on point, then:

Base Contract Price = (5400 per AF - $68.50 per AF) x (1 - 25%) +
: 50%x($68 50 per AF - $108.50 per AF), or

Base Contract Price = ($331.50) x (75%) + 50% x (-$40), or
Base Contract Price = $248.63 - $20, or
' Base Contract Price = $228.63
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- Impact of New Direct Property Charge

_ Suppose that MWD subsequently collects a rate or charge from a landowner or developer
Withln therrisdicnonal boundary of the Authority. The revenues collected by a New Direct
_. Property Charge would aﬁ'ect the calculation of the MWD Full Water Rate in the following way.
Step I Amortize any one-time charge collected in a year over a 30- -year period-at the
'Authonty 5 exlstmg cost of capltal The formula is: . |
ANDPC, = CNDPC. PVL
wliere

ANDPC, = amortized amount of one-time New Direct Property Charge collected by
MWD in year t _

CNDPC, = collection of one-tlme New Direct Property Charge collected by MWD in
yeart

PV, = the present value of recemng an annua! payment of $1 startmg in year t for 30
years using an mterest rate equal to the most recent estimate of Authority’s cost of
capital

- For example; if MWD coliected SIO million in one-time charges in a year and the
Aulhority’d cost of capital were 6%, then' _ : |
ANDPC, = $1,000,000 = $13.76 = $726,489
| Step 2: Calculate the total of the amortized ode-time New Direct Property Charges' :
collected in each of the past 30 years. For example if MWD started coilection of New Dlrect
| - Property Charges two years ago, this calculation must only consnder the amortization of
collectxons for the two prior years. If MWD collected $5 million in the first year and $7.5 million
in the second year, then the total of the amortized one-time New Direct Property Charges in a
year, assuming that the Authority’s cost of capital were 6% in each year, would be:"
$1,634,601 = $363,245 + $544,867 + $726,489
Sfep 3 Ca.lculate per AF total of amoruzed one-time New Direct Property Charge by

- dmdmg the total of the amortized one-time New Direct Property Charges by the Authonty s

' The present value of receiving $1 for 30 years with an interest rate of 6% ‘equals $13 76.
-$363,245 = $5 rrulllon + $13.76; $544,867 = $7.5 million + $13.76 ‘
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Four-Yez.u'Rolling Avérage of purchases from MWD ahd [ID. Inthe above example., if this Four-
‘Yeéar Rolling Average were 485,000 AF , then the per AF total amoftizgd one-time New Direct
Property Charge would be $3.37 per AF."® | . _ |
o Step 4 Adjust. the calculated value of the MWD Full Water Rate by the pér AF total
_ émortized one-time Néw Diréct Property Charge according to the following procedure:
o exclude from the'cﬁlculation un_fil the inclusion of the charge would increase the MWD
Full Water Rate by 5% o o
. .include in the calculation once the inclusion of the charge would increasé'the MWD
Full Water Rate by more than 5% but less than 15%; but the increase.up to 5% must |
-, first be deducted ' | '
e "include in the §alculatioh one-half the portion increase greater than 1_5%
If the MWD Full Water Rate were $400 per AF without inclusioﬁ of any of the total
. . 5 amortized one-time New Direct Property Charge, then the MWD Full Water Rate used in the
| _ ca.lculatidn of the Base Contract Price for .various levels of the per AF total amorti_zed New Direct

Property. Charge would be:"

12 §3.37 per AF = §1,634,601 + 485,000 AF

5 The total amortized New Direct Property Charge would not be included in the MWD Full '

Water Rate until the charge equaled 5% of the MWD Full Water Rate or, in this example, $20
“per AF (5% of $400 per AF). Therefore, the MWD Full Water Rate remains at 3400 per AF

until the charge reaches $20 per AF. Until the charge equals 15% of the charge, or 360 per
AF (15% of $400 per AF), the portion of the charge above $20 per AF is included in the
calculation of the MWD Full Water Rate. Therefore, the MWD Full Water Rate increases

) dollar-for-dollar with the increase in the charge until the charge reaches $60 per AF. When

. o the charge exceeds $60 per AF, one-half"of the portion of the charge above $60 per AF is
included in the calculation of the MWD Full Water Rate. Therefore, the MWD Full Water

Rate increases fifty cents for each dollar increase in the charge above $60 per AF.
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Total Amortized New | MWD Full Water Rate
Direct Property Charge -
$0 3400
$10 -$400
520 3400
$30 $410
$40 $420
$50 $430
$60 : $440
$70 $445
$30 $450
$90 . $455
5700 5460

_ Once the total amortized one-time New Direct Property Charge equals 25% of 'the MWD
© Full Water Rate if the charge were fﬁlly excluded, the IID may elect to shift the weightingto
100% reliance on Eligible Transactions and to recalculate the result of the itnniediately
precedmg Price Redetemunatlon and any future Price Redeterrmnanons In the above example
 the IID electlon may occur once the total amortized one-time New Direct Pr0perty Charge

exceeds $100 per AF.

" Impact of Provision of Contributed Power On Base Wheeling Rate
| 'Either Party may arrange to make available to MWD the quantity of power needed to

~wheel the Reach Quantlty at terms cheaper than MWD's power costs. The provision of any
such Contnbuted Power is an in-lieu payment of MWD's power costs. See § 1. l(m)
Suppose, for example, that MWD's power costs were $30 per AF, but either [ID or the

- Authority arranges for the provision of Contributed Power at a cost of $20 per AF. The
'calculauon of the Base Wheeling Rate shall include $20 per AF in the calculation of Conveyance |
Path Power Costs, not MWD's power cost of $30 per AF. Therefore, 1f the Base Wheelmg Rate
_._'were $68 50 per AF if MWD power were used to convey the Reach Quarmty, then the Base
Wheeling Rate would be $58.50 per AF with the use of Contributed Power. - |
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Smce the Authonty s respons:ble for the transponatlon of the Conserved Water the

Authority shall incur the cost of Contributed Power if it arranges for the Contnbuted Power or ‘-

provision of the C ontributed Power.

Impact of Fundamental Change

The calculat:on of the Replacement Water Rate is as foliows

B the Authority shall reimburse [ID for the costs of Contributed Power if IID arranges for the

: Step f- Calculate the escalation provision for the Replacement Water Rate. ‘This

escajanon provision is deﬁned as follows

Escalation Provision = annual percent change in the real MWD Full Water Rate
in period prior to the Fundamental Change Date + -

annual change in CPL

* The annual percent change in the real MWD Full Water Rate in the penod pnor to the

. Fundamental Change Date equals the annual rate of compound growth in the MWD Full Water

o Rate in that penod minus the annual rate of compound growth in the CPI in that penod 1

' For example, suppose that a Fundamental Change occurs in Agreement Year 20 and the

MWD Full Water Rate and the CPI were as follows:

Agreement | MWD Full Water CPL
Year Rate _ '
10 §450/AF 250
20 $600/AF 300 -

- " The formula for the calculat:on of the annual rate of compound growth is (PJP;)

- 1, where

P, = price at the end of the period, P,_ = price at the begmmng of the period, and T =the -

number of years in the period.
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The annual percent change in the real M'W'D Fuil Water Rate in the period pnor to the |

Fundamental Change Date would be:'s | '
o 1.1% =2.9%-1.83%

*Therefore the eecalation pr,oyiéion fcr the MWD Replacentent Water thte would be 1.1%
+ annuai change in the CPL o |

Step 2- Calculate the Replacement Water Rate.

The Replacement Water Rate equals the MWD Full Water Rate in effect at the
Fu.ndamental Change Date, escalated by the escalation provxs:o_ns.for the Replacement Water

Rate. In the above example, if the CPI increased by 2% between Agreement Year 20 and

'Agreement Year 21, the Replacement Water Rate in Agreement Year 21 would equal $618.50 .
“per AF.'® In subsequent years, the Replacement Water Rate in an Agreement Year equals the
" Replacement Water Rate in the pnor year escalated by 1.1% plus the annual cha.nge in the CPI

* during the prior year.

152 9%= (600/450)”“’ | uals 1,029 - 1, equals .029, equals 2.9%,
1.8% = (300/250)° -1, equallelS '1, equals 0.18, equals 1.8%.

16" $618.50 per AF = $600 per AF x (1+2% + 1.1%).
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" Exhibit B: -Shorta.gé Sharing Calculations -
This exhibit illustrates the calc'ulﬁfion of the ShOr_ta'ge_ Shan’ng provisions

(Arncle 11) when the Secretary declares a shortage of Colorado River water of su&iment

; magmtude to require a reducuon in the quantlty of water, avallable under OD’s pnonty 3

right.
Assumptions

- IID’s Priorify 3 Forbearance Cap.... e e 3,100,000 AF
Quantity of Conserved Water.............. e e 200,000 AF -
- Authority Pro Rata AL oot 6.452%

Total Annual Reduction.........coccoiviimmnmn -......100,000 AF

Allocation of Required Annual Reduction

AULROTIEY® . ovvevooeeevsees it ennnsssss s 6,452 AF
115 TSRO U OO OO oSO OIS 93,548 AF
OBl oo e e e s e v b e 100,000 AF

Allocanon of Al!owed Annual Use of Water under IID s Priority 3 R:ght Dunng
Shortage

. Annual amount transferred to Authonty .................. ............ 193 548 AF
: A:mual amount of water available to I’ ... JRESRS 2,806,452 AF

! Terms in boid are defined in § 1.1 of the Agreement.
E Pro rata share = Quantity of Conserved Water + 1ID’s Priority 3 Forbeara.nce Cap.

3 Authority pro rata share multiplied by required reduction.

A Annual quantity of Conserved Water (200,000 AF) less Allocation of Reqmred
' 'Annua] Reduction to Authority (6,452 AF).

’ D’s Priority 3 Forbearance Cap (3,100,000 AF) less annual quantlty of
Conserved Water (200, 000 AF), less Allocation of Reqmred Annual Reduction to [ID

E (93 548 AF).
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Allocauon af Allowed Use af Water if Shortage Declaranon Becomes Effecnve During
a Water Year ) :

o Amount remazmng for transfer to Authority for remamder of water year-
193,548 AF less the Authority’s actual-dwersxons durmg the water year before

- the_sho'rtage declaration became effective

" o Amount remaining for use by IlID for remainder of water year: 2,806,452 AF
less ITD’s actual diversions. (less return flows) during the water year before the

shortage declaration became effective

.79



Exhtblt C: Shortage Sharmg Procedures

This exhibit describes the procedures available to the Authont'y and I1D under
Asticle 11 of the Agreement when normal contract dehvenes from 1D to the Authonty would or
" might be reduced due to a reduction, or threatened reductton, in [ID's allowed diversions (less - - |

return ﬂows) under its priority 3 right due to a Lower Colorado River shortage

Notice of Impending Shortage and Supplemental Agreement

| A Notice of Impending Shortage may be sent by eithe_r_Perty under the criteri'a _ |

descnbed in § 1 1.2. Following a Party's recetpt ofa Nottce of Impendmg Shortage, the Parties
will meet and confer within 45 days to dISCuSS and negotiate a mutua.lly acceptable Supplemental
_ .Agreement for the transfer of Conserved Water to the Authority. If the negottatxons are

| “successful the Parties will execute and implement a Supp}ementai Agreernent. Th_e Supplemente’.l
Agreement wrll remam in effect accordmg to its terms, except that it shall be void and have no.
force and effect if a normal or surplus condition is dec]ared wtthout 2 shortage eondttlon havmg
been declared, or a normal or surplus condmon having been declared aﬁer a shortage cond1tron
_but the deelared shortage never caused a reduction in IID's priority 3 diversmn_s (less return
flows). If a Supplemental Agreement has not been reached within 60 days after delivery of the
Notlce of Impendmg Shortage the Authonty shall have a right of first refusal for any IID contract
for the delivery of Conserved Water with a third party that is executed after the Notice of |
Impendtng Shortege ‘and that prowdes for water to be transferred sooner than 18 months from

- execution, so long as the Secretary has not yet declared that the Colorado Riverisina normal or

surplus flow condition.

' Terms in bold are defined in § 1.1 of the Agreement.
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For exarnple assume that the seasonal runoﬁ‘ for the Colorado River forecaSt by
the BOR in cooperatron with the Natronal Weather Servrce on Apnl 2 of Year X mdtcates Ihat :
dunng the next 12 months the unregulated inflow into Lake Powell will be less than 8,800, 000 _ |
AF and the usable storage in Lake Mead as of the date of the forecast is less than 15,000,000
AF. A Nottce of Impending Shortage may then be sent by one of the Parties and the Pames

"would begin negotiations and attempt to reach a Supplernental Agreernent_ within 60 days.

| uthom_‘u Right of First Refusal on IID Shortage Contracts

Assume that the Colorado River forecast and hydrology do not change suﬁic:entlv
1o result in the Secretary s declaration of a normal or surpius flow condmon and that the P_arttes
have not entered into a Supplemental Agreement w1thm 60 days of delivery of the Notice of
-Impendmg Shortage In the event IID were to negottate a contract with XYZ water dtstnct for
the deltvery of 20,000 AF of Conserved Water (Shortage Contract) over a 24-month penod at
the price of $600 per AFY, it would then be submitted to IID's Board for approval and execution.

Wlthm five days of the later of the TID Board's approval or execution of the
Shortage Contract, IID would be required to send a copy of the Shortage Contract and a Nottce
of Rrght to Exercise Right of First Refusal to the Authority. Havmg received the Notice and a
copy of the Shortage Contract, the Authority would then have the optton to exercise its nght of ,
' ﬁrst refusal by stepping into the posmon of the XYZ water district. Therefore the Authority’
: would be obligated to pay $600 per AFY for 20, 000 AFY over the entire 24-month penod

Ifthe Authonty failed to exercise its right of ﬁrst refusal within 45 days of its
receipt of the Notice of Right to Exercise Rxght of First Refusa.l then IID would be free to deliver
the Conserved Water to XYZ under its Shortage Contract without regard to the Autho_nty §

projected or existing shortage under this Agreement.
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~ However, the Autherity‘s right of first’ refusel wo.uld not be extihguished with '_ '

respect to newly negonated contracts between [ID-and XYZ or other third parties. For exampie.
assume that the Secretary fails to declare a normal or surplus year for the balance of the |
Agreement Year If [ID were to negottate a second Shortage Contract wuh ABC water district
:for 40 000 AF to be delwered over a period of 12 months at a price of $300 per A.F the Authortty :
would have the optton of steppmg into the posmon of ABC under the terms agreed o by [ID and
ABC.

| “The Authority's nght of first reﬁ15al would continue and be applicable to any of

IID's Shortage Contracts until a nomta] or surplus condmon is declared Declaration of a norrnal

| ~or surplus condmon would not a.ﬁ'ect any Shortage Contract for whtch the Authority has

exercised a nght of first refusa.l unless such were the case accordmg to the terms and condlttons '

of the contract.

Qover Contracts

The Authority has one other option, execution of a Cover Contract ‘w1th specified
[ID reimbursement obhgattons if all of the fo]lowtng apply

- The Authority is experiencing a pro rata reduct:on of anary Transfer Water

‘under theterms of§ 11.1;
- The Authonty and IID have not entered into a Supplemental Agreement whxch

provides an amount of water equal to or greater than the amount of the Authonty s
-pro rata reduction; |

- The Authonty has not exercised a nght of ﬁrst refusal for one or more Shortage

" Contracts which provide in total an amount of water equal to or greater than the

amount of the Authority's pro rata reductson; _ |

. ANotice of Waiver has been sent by either Party; and
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The Authority Shortage d_e'cla_red by the Authority has a percentage magn‘i‘tu.de\

greater tha.n or equal to 30%. | | | | |

If these condrttons apply, the Authonty may elect to acqutre water (Cover Water)
' .frorn a third party or p‘arties through a Cover Contract(s) in order to make up parttally or entrrely

the pro rata reductlon in Primary Transfer Water only which would occur pursuant to § 11.1.
~ (This provision does not apply to making up any pro rata reductlon in Addttlonal Avarlable
| ‘Water for wl-uch the Authonty and IID have contracted } Within five days of Authority Board
approval of a Cover Contract, the Authonty shall dehver a copy of the contract to the ID.
Provrded that a Notice of Waiver has been prevtously sent and that an Authonty shortage :
- condition with a percentage magnitude of 30% or greater has been decla.red by the Authonty
Board the IID shall reimburse the Authority for 50% of the difference between the cost per acre
. foot of the Cover Watet and the water being transferred to the Authonty by the IID under the
Agreement. However the [ID's obligation to pay extends only to the actual amount of water
equal to the Authonty’s pro rata reduction in Primary Transfer Water and under no circumstances
shall exceed $100 per AF multiplied by 15% of the Primary Transfer Water that would have been
trens_ferred to the Authority but for the shortage condition. If the IID i incurs a relmbursement ‘
obligation, it shall.terminate'upon deelaration of a normal or surplus oondition.
| For example, assume e the followmg |
- Dunng a normal or surplus condition, the Authonty receives 200, 000 AF Y in-
| Primary Transfer Water under this Agreement. |
- ~ During a normal or surplus condition, the. Authority also receives 50,000 AFY.'m . _
| Additiona.! Atraila.ble Water, for a. total amount of water under this Agreement of |

/250,000 AFY.
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- o The .cost ot‘ water to the Authonty under this Agreement using the methodoiog»
“to determine cost of water under an Ehglble Transactlon tn the Pnce
- Redetermination process (whmh includes cost of delivery to the Authonty service
area) is $400.per AF - |
- Due to the .declaration of a shortage condition, 'I'ID's diversions (less i‘eturn flows)
under its prionty 3 nght has been reduced from 3.1 million AF Y to 2.8 million AF.
- The Authority and IID have not entered into a Supplemental Agreement the
Authority has not exercised a right of first ref_i.lsal on an IID Shortage Contract, a -
Party has previously sent a Notice of Waiver, an‘d the Authority Shortage is greater
| than or ek;ual to 30%. |
- The Auehoﬁfy has executed a contract with Alpha Water Compaey to provide
50,000 AFY of water at a net contract vai.ue' of $500 per AF based on the same
meiﬁodelogy as used for an Eligible Transaction in a. Price 'Redetemﬁhation. .
- Within five deys of Board approval, the Auth’erify has delive_red a copy of the
contract to the IID as a Covef Contract. | S : - 3
Under these circums;ances, the IID _oeligation te reimburse the Authority is
computed as follows.: . |
1 Tﬁe Authority reduction in Primary Transfer W'ate.r_ is calculated as
200,000 AF (Primary Transfer Water amount) divided by 3,100,000 AF multiplied by 300,000 AF
: ( the amount of the shortage), or 200,000 + 3,100,000-x 300, 000. This equa]s a total pro rata -
- reduction of 19,355 AFY. Usmg a similar formula, the reduction in the amount of‘ Addlt:onal
| Transfer wa_fer is 50,000 + 3,100,000 x 300,000, which equals 4,839 AFY. The total Au;honty

~ reduction, then, is 24,194 AFY.. _



2. | .I'ID's obligation to reimburse is limited. First, the annual reimbureeﬁehe
| obligation appiies.'o;\ly to the amount of the pro rata reduction in Primary T_fahsfer Waier, o
119,355 AI-'Y Second, t.he obligé.tioﬁ applies.te' only a maximum of 15% of the normal aﬁieunt of
_anary Tra.nsfer Water, which would be 15% of 200,000, or 30 000 AFY. The 19, ;SS AF |
' reducuon does not reach this limit. Third, the [ID reimbursement obligation per AF cannot
exceed $100. In our example, the per AF reimbursement obligation is the net contract value of
the Cover Water SSOO per AF, minus the then applicable price of anary Transfer Water under |
the Agreement, $400 per AF, or $100, multiplied by 50%, which equals 350 per AF. The $50 per
. AF amount does not exceed the $100 per AF limit.
| 3.  TheIID's relmbursement obhganon, therefore is $50 x 19, 355 AFY or
- $960, 775 per year. The rexmbursement obhgatlon wouid terminate. upon a dec}aranon ofa -

normal_ or surplus. condition.
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Exhibit D: Shortage Premium

This exhibit describes the procedures to he followed in determining wheth_er a Shonage
Premium’ is to be paid by the Authority to IID, t.he time during. vthich the premium is to be
pald and the amount of the premium to be pa:d | |
Example of Apphcataon of the Shortage Premium

Suppose the following occurred during the period that. IID is transferring water to the
' Authonty under the Agreement:
- The DWR reported Critical Years for the years 2001 and 2002.
| - The Secretary declared a shortage condmon on the Lower Colorado River begmmng
| : Ianuary 1, 200_2, and términated that declaration on May 15, 2002.
_ - An Authoritj-r Shortage was declared in the amount of 13% on February 10, 2002.
| The Authcmty Shonage was mcreased to 28% on April 5, 2002 The Authority Shortage was
reduced to 4% on June 20, 2002, and was termmated on August i, 2002

- For the entire penod covered in this exa.mple the Base Contract Price was. $260 per
AF, and no Price Redetermination had occurred. | |

Given the above condmons the Authority would pay Shortage Premiums as follows

.- For the year 2001, the only Shortage Premium circumstance was the existence ofa
Cnt:cal Year. Therefore, the Shortage Premium for that period would be 5% of 5260 (the Base

Contract Pnce) or $13 per AF. The total Agreement price would then be 5273 per AF.

! Terms in bold are defined in § 1.1 of the Agreement.
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2. Beginning on January 1 2002 there was a declaranon of shortage on the Lower

_ Co!orado RJver Although thts c1rcumstance by itself would yield a Shortage Premium of 25%

because a reported Cnttcal Year was also in extstence at the same tlme the Shortage Premlum -
would increase to 30%, or $78 per AP, begtmung on January 2, 2002.

3. . The Autho'rity_ had'de_cta:ed an Authority Shortage of 13% beginning on

- 'Febmary 10' 2002, rising to 28% on Apri s, decreaéing to 4% on June 20, and terminating on |

August 1, 2002 Dunng the time of the 13% shortage, a 15% percent prermum would appty but

for the fact that a 30% premtum was a.lready applicable pursuant to the other crrcumstances which

then existed. Because the greater apphcab!e premium applies, the 30% premium would continue

: dunng thts penod However for the penod Apnl 5 to June 20, the Authority Shortage is 28%,

Wh.tch, according to the Shortage Premrum Table, would yteld a Shortage Prermum of 50%.

_ Because the 50% premium is now the greater prermum, it would apply from Apnl 61to June 20

and that 50% premium would equai $130 per AF. When the Authonty Shorta.ge was reduced to
4% on June 20 the shortage declarauon for the Lower Colorado Rtver had by that ttme been
termmated Therefore the condmons present on June 20 are the contmumg reported Critical
Year and the 4% Authonty Shortage Since a 4% Authonty Shortage yields no prermum as per |

the Shortage Premxum Table, the Critical Year premtum of 5% would agam apply The 5%

. premium would apply from June 21 through the end of the year 2002.
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Exhibit E: Price Redetermination.

| - This exlubtt explams the methods and calculations necessary to lmplement the Pnce
Redetemnnatxon provnsrons contained in Article 5 of the Agreement. I A Price Redetermmataoo
_' uses mformatlon from all Transact:ons that satisfy a deﬁned set of Eligibility C nterla in order
to judge the reasonableness of the price in effect under this Agreement at the date of the Price
| Redetermination. If there is sufﬁcrently reliable information to conclude that an adjustment in the
price is warranted, the Price Redetermination will adjust the price in a specific way. As explamed '
below, the degree of reliance on Price Redetermination increases with the number of Eligib_le '
Transactions, the more similar the characteristics of the Eligible Transactions are to the
charactenstlcs of the 1]D Conserved Water (supply rehablhty, water quahty and other factors)
" and the larger the scale of the Cahforma water market.

. This exhibit is orgamzed as follows: (1) the purpose of Price Redeten:mnatlon, (2) tumng
and frequency, (3) the Ehgtblhty Cntena for Transactzons (4) the method used to ]udge the
' reasonableness of the pnce in eﬁ'ect at the date of the Price Redetermination, and (5) the |
adjustments, if any, to the price as a result of the Price Redetermination. For 1llustrat:on

' purposes sample calculations are prowded for a hypothetical Price Redetermination.

1. '_ Purpose of Price Redgerm!ngttgn

The IID and the Authority share two common goals for Pnce Redeterrmnanon

L Assure that the price in effect under the Agreement reflects a rehable
estimate of the market value of the [ID Conserved Water; and

2. Reduce as much as possible the opportunity for arbttrary decxston-makmg
in a Price Redetermination.

Both Partlu understand, however, that 1t may be difficult to assess the actual market va.lue of the - |

IID Conserved Water

l Terms in bold have the same definition as in § 1.1 of the Agreement.
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'an'-en the potentially uniq.ue attributes of the IID Conse'rved Water (such as the seniority
: " of the [ID's water rights) and the ooteﬁtially unique terms of the Agreement (such as the large - |
quantity of water bemg transferred and the long term of the Agreement), there may be few, if any, |
- directly comparable Transactions. Therefore, Price Redetermination must include Transactlons
that invo_lve water and contract terms that are not directly comparable to the [ID Conserved
- Water and the non-financial terms _of the .Agreement. Af the same 'time, given the lack of a
oeveloped water market in California, there may be too few available Tran.sactic'_ms to generate a
reliable estimate of the market value of the 1D Conserved Water.
Given the common goals and challenges for Price Redetenmnanon the IID and the
Authority recognize that 2 Price Redetermination will require the exercise of reasonable Judgment
in making 1 the redetermination calculations. At the same time, and critical to the acceptablhty to
both the IID and the Authority with a Price Redetermination, the III> and the Authonty agree that .
there must be specific rules and guidelines to be followed in every Price Redeternnnatxon To this
"end, a , Price Redeterrmnanon mvolves a formulaic approach for the purpose- of llmmng the scope’

of discretion exercised by anyone undertaking the redetermination calculanons.

2. Timing and Frequency .
The first Price Redetern‘unanon may not occur sooner than 10 years after the Agreement

Benchmark Date, provided that two oondmons among others, are also satisfied (see § 5. 3(a)

1. There are at least 10 Eligible TransactionS' and

2.  The annual volume of water projected to be transferred in California over
" the next 10 years immediately following the Price Redetermmatton exceeds
a defined threshold (see Sectlon 5 below).

For exa.mple if the Agreement Benchmark Date is the year 2000, the first Price
Redetennination could not occur earlier than the year 2011, prowded that there are at least 10
‘Eligible Transactions and the defined threshold for the Cahforma water market i is exceeded If
there are ot at least 10 Eligible Transactions until the year 2013 and the annual volurne of water
| trz_msf'erred from Qualifying Transactions in California does not exceed the defined threshold |

until the year 2015, the first Price Redetermination could not occur earlier than the year 2015 (the
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. . last date at which alt of the abﬁve conditions f‘of the first Price Redererminétioh are saﬂ-sﬂed. |
assummg that there are still at least 10 Eligible Transactions in the year 2015).
The timing of subsequent Price Redeterminations will depend on the number of' El:glble
" Transactions used in the previous Price Redetermination. If the prewous Price Redetermmanon
- was based on 16 or more Eligible Transactions, then thernex_t Price Redetenniﬁatiou could be no
~ sooner than 10 ye'ars. Ifthe previdus.P_riée Redetermination ﬁvere’ based on 15 or fewer Eligible |
Transactions, then the next Price .Red-etennin_at_ion could occur when 20 or more Eligible
T'ransactions beco_m__e available or }0‘yerars, whichever is earlier.
. For example, s_upbo’ﬁe that the first Price Redetermination occurred in the year 2015. If |
- this Price Redetermination Was based on 16 or more Eligible T.ransactions, theﬁ the next Price
. Redetermination could not be earlier than the year 2026. Alternatively, if the first Price
Redetemnnanon was based on 15 or fewer Eligible Transactions, then the next Price
Redetermination could be at the year 2026 or when 20 Elngble Transactions become avmlah!e
whichever is -earher. If 20 Eligible Transactions became avaﬂable by the year 2021, then the next

| . | Price R¢d¢te'nnination could oceur that year.2

-Transactions are eligibie for inclusion in a Price Rédetermination, provided that _fhey
satisfy all of the following criteria: . | | |
1. - Information Ava:lablhg In order for a Transactlon to be an Ehglble
Transaction, the Parties must be able to obtain a complete copy of the underlying contraét
ahd other iﬂformaﬁon about the Transactioh, transferor and transferee sufficient to

evaluate the sausfacuon of other Ehglbnhty Criteria.
2. Voluntary Negotiated Transactions. The Tra.nsacnon must be the result of

voluntary negotlanons between a willing transferor and a willing transferee where neither

. -~ 2 Since there are 20 Ehg:ble Transactions in this example, the condition that there be at least
' o 10 Eligible Transactions is automatlca.lly satisfied.
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. o ' party_ was compelled or coerced into agreeing to 'ihe Transaction or to any of the t.erm.s or
conditions of the Transaction. If’é voluntary Transaction has uniform terms and
conditions with other Transactions not the result of independent, ar_rns-:leng.th'bargainihg,
then that Transaction and all other identical Transactions with a Refefenée .Date inthe
same Calendar Year are to be aggregated and counted as a single Transaction.
3. Geography.  The water 6r water rights that are transferred by thé
Transaction must be capable of being used for domestic, municipal, industnal or
" agricultural use within the geographic ten‘itory'deﬁned as the Lower Coloradt_i Ri\_fer
‘Basin. _ | _
4. . Noncontingent Transaction. All contingencies to the performance by both
bartie's to the Transaction must have been removed before the start of the Price |
Redetermination. -

5. R_g&;g_nge_gggg The date that the Transaction became a bindihg'c‘ontract

> C ' between the parties to the -Transa;tion _Which date shall be.no mofe than 10 years prior to |
. the Agreement Year of the start date of the i’ric_e Redetermination, unless the |
circumstances identified in Section 4 below exist, but in no event longer than 15 years.
6. Transaction Term L A Transaction must have a minimum term for annual
water transfers of five years, 7 _ '
7. Minimum Quanti 'gx A Transaction must involve: (A) an airerage annual
transfer quantity of no 'less than 5,000 AF for the term of the Transaction; (B) a
cumulative transfer quantity over the term of the Transaction of no Iess than 50, 000 A.F
. and (C), a frequen;y of anniual water transfers over the term of the Transaction equal to or
greater than 75% of the years of the term (the number of years water is transferred divided
by the contract term, rounded to the nearest percent). o |
g Feasibility. The TID must face no legal, technical or other barrier that
would preclude it from participating in the Transaction as a tra.nsferor and realizing the full

“benefit to the transferor of the terms and conditions of the Transactlon or the Authonty
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must face no legal techmcal or other barrter that would preclude it from participating i

the Transaction as a transferee and realtzmg the full beneﬁt to the transferee of the terms .
" and conditions of the Transaction. - ' '
| 9. Water Quality. Transactions involving water the quality of which, when
' subjected to ordtnary and customary treatment in the MWD or the Authonty service
areas, would fall within the contrelhng federal and state maximum contammant ievels for |
potable water. _
10.  Excluded Transactions. Any Transaction tnvolving a transfer .unde'r an-
| Adjunct Contract with MWD or CVWD, any transfer under the ID/MWD 1988
Agreement orany transf‘er of water conserved from the AIl-Amertcan Canal or the
Coachella Canal
4. Intomanon Availability: A Price Redetermination involves extensive ﬁnanc:al
analysis of agreements and comparisons to other Eligible Transactions. Therefore it is imperative
 that sufficient information be available about the contract, its implementation, and the water
source to make the necessary calculations. At a minimum, a copy of the contract is required. If
the terms and conditions are not sufficiently self-ewdent to assess the Ehgtbtltty Cntena of the
Transactton then information about the actual tmplementat:on of the agreement andfor the '
circumstances of the party may prove necessary. .
| Consider, for exa.mple, an agreement that specifies a delivery of 5,000 AF annually for a
period of 15 years, but water delwery is cond:ttoned on the water being "surplus” to the needs of
the transferor To meet the minimum quantity cumulattve test of 50,000 AF, water must be |
delivered in at least 10 years. To meet the minimum quantity frequency test of delivering water at
least 75% of the years, water must be delivered in at least 12 years. Whether or not this contract

‘satisfies the minimum quantity Eligibility Criteria cannot be determined by an examination of the

3 If water were delivered in only 11 years, then the frequency of annual deliveries wouid be
73.3%, which when rounded to the riearest percent would be only 73% of the years. If
water were delivered in 12 years, then the frequency of annual deliveries would be 80%,
which exceeds the required 75% minimum frequency of annual deliveries.
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_tace of the contract. Instead, one must examine the actual hlstory of delivenes under the contract
to assess how, in fact the contract has been implemented. Supplemental mforrnatlon about the
water use needs of the transferor may also provide information that can be used to pl‘OjeC!
deliveries under the agreement. | '

B Voluntary Negotiated Transactions: Transactions fail the Eligibility Criterion for

- voluntary negotiated Transactioﬁs if they do not reflect independent, arms-length bargaining, but
instead reflect restrictions originating ﬁom legislation, regulatory orders, or other legal actions.

| The.t'est for voluntarily negotiated terms feQuires that a series of separate Transactions |
undertaken by a single entity involving uniform financial terms and other conditions be counted as
a'Single Ehgible Transaction. Consider, for example, the 1991 Emergency Drought Water Bank,
in which more than 300 individuals and agficult&ral agehcies sold water to the Water Bank. The
price and other conditions were not individually negotiaied between the sellers and the Bank.
Instead, the Bank posted a take-it or leave-it offer to any and all potentiﬂ partiéipants. Assﬁming
that thé Water Bank satisfied the other Eligi'lﬁ.ility Criteria, its entire acquisition activity within a
| Calendar Year would be included as a smgle Eligible Transaction.

C. Geogzagh}_r This Eligibility Criterion aliows Transactions strictly outside the
Lower Colorado River Basm to be included in a Price Redeterrmnanon, provided that the water
transferred is capable of being used in the Lower Colorado R.wer Basin. For example if a Fresno
County Central Valley Pro;ect contractor transferred water to a city in Santa Clara County this
Transaction would be Ehglble if the water transfer is capable of being used in the Lower Colorado
‘River Basin. _

D, Noncontingent Transaction: All contingencies to the performance by both parties
must have been removed before the date of the Price Redetermination. The purpose is to assure
that a Pnce Redetermination only includes mformatlon from Transactions that are either actually
moving water, or must not overcome any contingencies before water can be moved Othenmse |

incomplete Transactions which may ultimately fail to move any water could be included. Pricing

-93-




terms included in failed TraneACtions do not provide relieble information about the market value
~ of [ID Conserved Water. |

E Vintage: A Price Redete_rrni_naiion should be based on Transactioes that pro»':ic:ie_
useful information about the value of transferred water under market eonditione prevai}iﬁg at the
ti._me of the redetermination. Given the twin difficulties of establishing the market value of IID-
Conserved Water (the lack of strictly comparable Transactions and the lack of a developed water

: market) the 1ID and the Authority agree to include Transactions that would otherwxse meet the
~ Eligibility Criteria even if they were not negotiated as of the date ot‘ the Price Redetermination.
By including otherwise Eligible Transactions negotiated at least up to 10 years before a Pn_ce
.Redeten‘m'nation, the potential source of information is expanded. As described in Section 4(E)
below, under certain circumstances Eligible Transactions up to 15 year.s before the Price
Redetenmnation may be utilized. -

_ A.n Ellglble Transactlon must involve financial terms that are the outcome of recent
voluntary negotiations.. Since the Vintage of an Eliglble Transaction may also not exc_eed
_between 10 to 15 years, this means that the Price Redetermination will only include Transactions
where all contingencies have been removed within the time frame of the allowed Vintages. |
Therefore, whether a rene\eral ofan agreement would be included in a Price Red'eterminatiqn will
depend on whether the pricing and'ofher financial terms were negotiated at the time of renewal, or
wuhm the time ﬁ'ame of the allowed Vintages.

For example suppose that a transferee and a transferor negotiated 2 contract for initial
| and addmonal dehvenes and an initial term and renewal term 1dentlca.l to those in the Agreement
Provided that the agreement satisfies the other Eligibility Criteria, it would be eligible for inclusion |
in e Price Redetermination held suﬂ'iciently close to the removal of contingencies that the Vinta'ge
of that agreement fell within the time frame of‘ allowed Vintages. However, if addmonaj
deliveries were made at a later time, the addmonal deliveries are not eligible for inclusion because
the financial terms were not independently negotlated at the time the additional deliveries became

available. Similarly, the renewal of the agreement after the initial term would not be eligible
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_ because the financial terms were not independently negonated at the time of the renewal. [n -
contrast, an extensnon of the agreement beyond the renewal term would be an E11g1ble
" Transaction, because the ﬁnanc:al terms would be mdependently negotiated at that time.

F. Transaction Term: An Eligible Transaction must have a minimum term of at least

five years. Shorter term Transactions are not deemed sufficiently comparable to provide useful
mformatlon about the value of water available under a long-term agreement.

G. M:mmum Quantity: Three separate Ellglblltty Criteria concerning delivery

quantity must be satisfied: (i) annual deliveries must average no less than 5,000 AF over the full
Transactlon term, (i) delivery must occur in no less than 75% of the yea:s over the full
_ Transactton term, and (iii) the cumulatwe deliveries over the full Transactxon term must be no less
than 50,000 AF. Transactions mvolvmg smalier quanttt:es and/or with less frequent delwenes are
not deemed sufficiently comparable to provide useful information about the value ot‘ I
Conserved Water available under the Agreement.
Just like the example concerning. the criterion for mfonnatmn avmlabthty, an assessment of |
whether a Transaction satisfies the quantity criteria starts with an examination of the face of the
' | contract. If the contract includes conditions on deliveries which do not clearly indicate that the
Eligibility Criteria will be satisfied, then the analysis must turn to information extrinsic to tlte
contract, such as the actual ]'ustory of dehvenes under the contract and supplemental materials.
H. Feasibility: For a Transaction to provide useful information about the market
value of. IID Conserved Water it must be feas:ble for the IID as a transferor or the Authority as a
' transferee to have been a parttctpant in the Transaction. Otherwise, the Transaction does not
provide any useful infonmnon about the market value alternatives available to etther the [ID or
the Authonty For example until interstate marketing of water becomes a reahty, Transactions in
.the Lower Colorado Rwer Basin states other than California are not marketing alternatives for the
[ID or the Authority. If the BOR adopts regulations allowing interstate marketing, then
Transactlons in the other states could potentially be Ehglble Transactions for inclusion in a Price

Redetermination.
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‘ The feasibility test involves many factors legal, techmcal and operational. Evenit the
Authonty could have legally entered into an agreement with a transferor in Northem Cahforma
.,for example conveying the water to the Conveyance Path Terrmnus must face no technical,

: operauoaal or other barriers. Similarly, even if the IID could have legaily entered mto an
agreemem with a transferee in Anzona, conveying the water must also be feasrble Even if
legally feasible, critical practical questions must also be answered For example is third party

~ cooperation needed? What are the necessary wheeling and/or exchange agreements” Do the

“relevant entities have a history of entering mto such agreements? Do they even have avarlable

capacity to permit such agreements?

4 W&m

A Price Redetermination addresses the fundamental questron how does the price in effect
under the Agreement as of the date of the redetermination compare with a reasonable estimate of
the market value of IID Conserved Water'? As mentroned above, the potentrally umque attributes
of the IID Conserved Water and the Agreement may mean that there will be only a few sornewhat
| comparable Transactions. thle Transactlons that are not at ali comparable will not be
consrdered many, if not wrtually all, Eligible Transactions will involve water and other terms that

differ in a material way. ' |

A Pnce Redeterrmnanon uses information about the value of water evidenced from the
Eligible Transactlons to provrde an estimate of the market value of IID Conserved Water. If there .
is sufﬁmently reliable information to conclude that an adjustment in the Agreement price in effect
is wan’anted, then the Price Redetermination will result in an adjustment to the price. There are
- two questions that must be answered in order to rmplement this method of Price Redetenmnatron

1. How to estimate the market value of IID Conserved Water from the |
valuatron of Ehgtble Transactrons and

2. How to decide whether the estimate of the market value of IID Conserved
Water based on the valuation of Eligible Transactions is sufficiently reliable to warrant an

adjustment to the price.’
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 each Eligible Transaction, adjusted for (i) the differential trans

These questtons require mferences based on the data. avaslab!e from Eligible Transactions.

thus a Pnce Redetermination relies upon the followmg statistical analysis:

1. Estimate the market value of [ID Conserved Water by determmatlon ofa

statistically valid relation between the market value of water and Transaction

charactenstlcs including suppiy rel:abthty, water quahty Vintage, and other

' charactenstlcs requested by a Party at the ttme ofa Pnce Redetermmanon and

2. Adjust the Pnce under the Agreement if, as of the date of the Pnce
Redetermination, for the remammg term of the Agreement, the value of the Agreement
based on the in-effect price 1s not consistent w1th the estimate of the market value of [ID

Conserved Water

To assure that the scope for arbitrary decision-making in a Price Redetennination is -

hnuted as much as posstble the [ID and the Authority agree that the followmg procedures must

be used;

A Step 1:

. .C alculate the per AF present value of the payments for the quantity of transferred water for

portation costs of the Authority

conveying-the water available u_hcler the Agreement versus the costs the Authority would incur
~ from conveying the water available ueder the Eligible '_l'ransaction, or (ii) for the differential |
N transportatton costs of the transferee for conveying the water if aciquired from the IID versus
~ the costs of the transferee for conveymg the water avaalable under the Eligible Transaction,

* depending on the feutbthty test for the Authonty asa transferee orthellD asa transferor :

respectwely

The calculation of the per AF present value of contract payments adjusted for

differential transportation costs proceeds as follows:

1. Calculate the present value of the contract payments, and then

2. Translate the present value of the contract payments into contra.ct value
per AF;and then



3 Calculate the location adjustment per AF to account for differential
transportation costs incurred if the water available under an Eligible
Transaction would have been delwered under the Agreement _

- With the above infonnauon, compute the Net Contract Value per AF as follows:

Net Contract Value per AF = Contract Value per AF - Location Adjustment pei' AF-

,"-Each step of the calculatlon is explained below. -

_ Calculation of the Present Value of the Contract Payment: The present value
calculauon starts with projections of payments based on the terms of the contract and assumed
costs other than transportatxon If future payments are based on future prices, costs, or
hydrologxc conditions, the prOJections are based on an analyses of the relevant historical penod :
most reasonably representative of the condmons expected to preva.ll in the future. In the |

calculation of present value, the Authority's average cost of capital as of the Reference Date is |

: used as the discount rate.

- The required calcuiatlons are lllustrated by the followmg hypothetical example. .
-Suppose an Ehgxble Transaction had a Reference Date seven years before the date of the Price

Redetenmnanon and the Transac'uon had the following terms:
. Tem: 22 years . |
e Annual quantity: 10,000 AF
° Delivery Freqﬁency: 8 out of 10 years
o Price: $175/AF

s Payment Terms: An up front payment equal to 50% of the cumulative contract
payments, payable in a lump sum two years before the start date of deliveries;
‘an annual payment of the price per AF less $87.50 per AF as credit for the up-
front payment; and an annual adjustment 0 the annual payments equal to the
percentage change in the CPL - '

"« Other Costs to Buyer: $50 per AF, subject to an annual adjustment equal to
the percentage change in the CPI '
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The Vintage of this Transaction is seven years, thus actual data would be ava11able for the

payments and deliveries made through year 7 of the agreement. Pl‘OjCCtlons would be made tor
~ the payments over the remajmng term of the agreement ' | _
Table E.1 shows the actual and projected contract payments. The $14 million up-

.. front payment and payments for the initial ﬁ*ve years of deliveries would be actual data available at
the time of the Pnice Redetermination. N.Ot.e that the first five years of deliveries conforms with
the assumed contractual provision that 10,000 AF is delivered in 80% of the years. The exarﬁple |

* assumes that the CPI grew ai an annual rate of 2.5%. -The'refore, the delivery price started at
$87.50 per AF (the $175 per AF clqntract price less the $87.50 per AF credit for the up-front : ‘
payment),' subject to an annual eséélation of 2.5%. o o l
To complete the ﬁnanc;al analysis, projections would be made of future deliveries -
-and prices. Since the contract calls for the delivery of 10,000 AF in 80% of the years, the
expected annual delivery for the remammg years of the contract would be 8,000 AF (see column 2
of Table E.1). Assummg that the most recent five years of expenence for inflation were '
| 'representatwe of the condmons reasonably expected to prevail in the future the dehvery price is
pro;ected to continue its annual increase at a rate of 2. 5%. Therefore, the delwery price is
| projected to be $99 per AF in year 8, and steadlly increase thereafter (see column 4 of Table E D).
Total projected payments are expected to be $791,000 in year 8, increasing steadily thereafter
(see column 6 of Table E. 1).4 If the buyer's ldng—tenn. cost of capital as of the Reference Date
were 5.5%, the present Qalue of contract payments for fhis Eligible Transaction is $27,744,773
(see Table E.1). B | :
Translation of the Present Value of Contract Payments into Contract Value Per

| AF The IID and the Authority anticipate a potentially dwerse set of contractual arra.ngemcnts

4 - Expected delivery payments in year 8 (the first year of the projection) are less than actual
' ~ delivery payments in year 7, despite the escalation in the contract price. The reason
involves the fact that this Ehglb}e Transaction does not deliver water every year, but onty
in 80% of the years. While the financial valuation can use data for historical deliveries, the
projection of future deliveries must take into account. the llkellhood of non-delivery.
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' yields a contract price that when escalated at the rate of inflation and if paid at the time of water

may emerge with the development of water markets in the Lower Colorado ijer Basin

Therefore a benchmark valuation is needed to translate the valuanon of contracts wath diverse

terms into a meaningful estimate of the annual per AF value of water. The Contract Value per AF

delivery, yields the same present value of contract payments as the present value of the financial

paymenits made under the Eligible Transac‘aon The formula for the Contract Value per AF is:

Contract Value per AF = Present Value of Projected Contract Payments of-
Eligible Transaction + Present Value of Deliveries

" For the calculation of the present value of deliveries, the Authority's average cost_of capital,

adjusted for inflation is used.5 |
As llustrated by the application of this formula to the hypothetlcal Ehglble

Transaction, the contract value per AF, as deﬁned above, prowdes a financially meamngﬁtl

benchmark for translatmg the contract payment. The Contract Value per AF equals $244.74 per
AF ($27,744,773 + 113,364 AF) -- see Table E.1. The Contract Value per AF ($244.74 per AF)
exceeds the face price in the contract ($175 per AF) plus the assumed costs (350 per AF),
because the up-front payment of $14 million accelerates payments two years before the start of
water delivery. (In fact, the up-&ont payment accounts for about half the present value of
contract payments and assumed costs.) Column 8 of Table El shows the contract payments lf a
price were pmd subject to CPI malatton, at the time water were delivered starting at the
Contract Value per AF of $244.74 per AF. Note that the present value of this payment stream

equals $27,744,773, the same present value of the stream of payments and assumed costs under

. the Eltgx_ble Transactton.

5 'I'he formula of the ad]ustment is: i=(ltec - ®) = (1+m), where i = the Authority's average

cost of capital adjusted for inflation, ltcc = the Authority's average cost of capital, and 7t =

_ 'tl::fel inflation rate measured by the most recent 10- year average of the actual annual rate of
ation. :

-100-




Calculation of Location Adjustment per AF. For an Eligible Transaction in which

it is feésibie for the Auth._or_ity to part.iéipate as a transferee, the location adjustment pé'r AF équals’ |
the difference between the transpoi't.ation costs from conveying the IID Conserved Water under :
the Agreement to the Conveyance Path Tern_linué for the term of the Eligible Trénsaction and the

- transportation costs from conveying the water available frbm an Eligible Transacﬁon to the .

- Conveyance Path Terminus.

Location Adjustment per AF = Tr.ansportation Cost per AF for IID Conserved Water available
"under the Agreement - Transportation Cost per AF for water available under Eligible Transaction

The calculation of the transportation costs for water conveyed under either the

Agreement or the Eligible Transaction follows the same methodology:

L . Project Transportation Costs for the Term That Wafer IS_Availa_ble Under
the Eligible Transaction. -

2. Calculate the Present Value of Transportation Costs. Use the projection
' of future transportation costs and an interest rate equal to the Authority's
average cost of capital as of the Reference Date of the Eligible Transaction.

3. Calculate the Transportation Costs per AF. The present value of
~ transportation costs divided by the present value of water delivered to the
Conveyance Path Terminus. The discount rate equals the Authority's .
average cost of capital adjusted for inflation. ‘The same method as used to
translate the present value of contract payments for an Eligible Transaction
into the Contract Value per AF is used to calculate the transportation costs
per AF. ' : .

For the transportation of Conserved Water under the Agreement, the prbjecﬁons of future B
iranspbrthtion costs should be ba:}ed on the actual terms, conditions, ahd agreements governing
the transportation of that water. For the transportation of water ava_ilablé undér an Eligible
Transaction, the ahalysis is more problematic because there may be no triﬁsportation-

| 'arrang.ements in place to convey the water to the Conveyance Path Terminus. fn such
'circumst_ance an analysis of the necessary steps to transfer the water both physical and contractual
(Le., by exchange) must be analyzed. The potential for acquisition of necessary capacity in
transportation facilities must be determined, as well as the cost of such acqﬁisition. Where the

cooperation of third parties is required, but not susceptible to legal compulsion, the price of such
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- cooperauon must also be determined. Historical conduct over the most relevant time period is

often the best guide for such analy51s and investigation of all reasonabie data must be pursued

-U!tlmately, Judgment must be brought to bear on the quesnon of transportation feas:bthty and the

lawful cost of cooperation or forced wheeling; where there are multiple alternatives that fuily
sansfy the feasxbihty and related conditions, the least cost alternatwe should be uuhzed
 To illustrate the calculation of the location adjustment, assume that the

transportanon costs as of the Reference Date of the Eligible Transacnon were calculated to be the
following:
L | for IID Conserved Water available under the Agreement $80 per AF; and

2. . for water available under the Ehglble Transact:on $120 per AF.
The locatlon adjustment would be -$40 per AF calculated as SSO per AF minus $120 per AF.

For an Ellgble Transaction in which it is t‘eamble for the IID to participate as a

transferor, the location adjustment per AF equals the difference between the cost of co_nveymg the

_'water if acquired from the ID to the transferee of the Ellglble Transaction and the cost of the -

transferee for conveying the water available under the Eligible Transaction. The calculation of

‘these transportation c_osts uses the methodology described above.

To illustrate the calculation of the location adjustment, assume that the -

transporfation costs as of the Reference Date of the Eligible Transaction were calculated to be the

following:

1. forID Conserved Water available to the transferee: 380 per AF, and. N
2. for water available under the Eligibie Transaction' $120 per AF. "

The location ad;ustment would be -$40 per AF calculated as $80 per AF minus $120 per AF.
Calculation of Net Comrac: Value/AF. The Net Contract Value per AF for an

Eligible Transaction is defined as follows:

Net Contract Value per AP = Contract Value per AF - Location Adjustment per AF
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For either hypothetlcal Eligible Transactlon the Net Contract Value = 5284 7.1 per

AF where the Contract Value per AF $244.74 per AF and Location Ad]ustment = -340 per AF

B. - Step 2: Calculare the Transacnon Characrensncs for each Eligible Transacnon

The IID and the Authority agree that the Net Contract Value per AF from a
sample of Eligible Transactions must be adjusted to take into account differences between the .
Agreement and Eligible Transactions. Transaction characteristics are traits of water sources and

contract terms that have a material impact on the market value of the water transferred under an

B Eligible Transaction. The Parties agree that, at a minimum, Price Redetemnnanon should take

into account the following characteristics: supply reliability, TDS water quality and Vintage. If
there is sufficient mformanon available from the set of Ellglble Transactions, adjustments for other

TranSactions characteristics can be requested by a Party and undenaken Such other

charactensncs may include, but are not limited to, measures of water quahty other than 'I'DS, '

- quantity, term, or the type of parties involved in an Eligible Transaction. See Step 3 in this

sectidn for a discussion of the.protocol to assess whether any other characteristics should be
mcluded in a Price Redetermination.

| Supp!y Rehab.'h{y For the purpose of a Price Redetermmatlon, "Supply _
Reliability" is defined as follows: the expected yield per AF of contractual commitment based on
(i) the pnonty of the underignng water right of the transaction, (ii) hydrologlc condmons in any

relevant river system of groundwater basm, and (m) any non—hydrologlc factors that affect the |

* availability of water under the Eligible Transacuon, including terms of the contract.

IDS Water Quality: As of the Reference Date of the Ehg:ble Transaction, the

'ﬁve-year running average of the TDS of water avmlable to the transferee.

Vintage: The difference in years between the year of the Pnce Redetermination
and the year of the Reference Date of the Eligible Transaction. The Vintage is seven years for the

hypothetical Ehglble Transaction analyzed in Table E.l
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o Step 3: Identify statistically valid re!arzon benveen Ner Contract | alue Per AF of

an El:grb!e Transaction and the Transaction C haracrensncs

| Wlth the completlon of Step { and Step 2, data has been coilected and catculated
' f‘or the Net Contract Value per AF and the Transaction charactenistics for each Ehg:ble '
Transaction. See Table E. 2 for hypothetzcal sample data for Eligible Transacnons (The purpose
of the examp]e is to illustrate the steps of the Price Redetermination calculation. The ewample
does not represent the expectations of exther Party about the hkely outcome of an actual Price
' Redetenmnanon )

To discover how the market value of water (as measured by the Net Contract
Value per AF) varies with Transaction charactenstlcs, a Price Redetermination would involve the
_ foliowmg statistical study: | |

First, specify the basnc regression model to estimate the relatlon between Net
Contract Value per AF and the three baslc Transaction charactenstlcs supply rehablhty TDS

water qual:ty and Vintage. T he form of the equation to be estlmated is the following:
In(NCV) = 0o + oty x In (SR + 0tz In(TDS;) + 0 x V'mtagei +&

where,

i

In(NCV;) natural loganthm of Net Contract Value per A.F for Transactlon "t

In(SR:) natural loga.nthm of calculated supply reliability for 'I'ransacuon "

In(TDS;) = natural logarithm of TDS water- quahty for Transaction "i"

Vintage; = Vintage of Transact:on i"
& - = difference between the actual value and the model's predlcted value of the
o natural logarithm of Net Contract Value per AF for transaction "i"
("reﬁdual")

The values for the parameters (a, o, A2, cr.;) and the standard deviation of the

residual ("'c") are estimated by the regression method commonly known as "lmear regression” or
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‘“ordinary least squares.”" Linear regression analysis is one of the most widely used methods of

statistical techniques in the sciences and social sciences.5

Second, estimate the basic regression model with the data from the Eligible

Transactions. The estimates for the sample data in Table E.2 are:

Findings of Basic Regression Study

Parameter  Coefficient Standard T-statistic . - P-Value
Deviation -
Constant 9.52 1.66 573 . 4.9E-06 -
| Supply Reliability - 0.76 0:19 408 3.8E-04
“TDS Water Quality -0.55 0.27 2.04 5.2E-02
Vintage -0.06 02 -3.81 7.6E-04
R'=.62,0=.19

» R?* measures the proportion of the variation in the Net Contract Value per AF
of the sample Eligible Transactions that can be explained by the Transaction
* characteristics supply reliability, TDS water quality, and Vintage. In this

example, 62% of the variation is explained by the variation in the Transaction .

characteristics and 38% of the variation is unexplained by the variation in the

. Transaction characteristics

o o = estimated standard error of the residual

o Coefficient. the estimated value for the respective parameter

' e Standard Deviation: a measure of the variability in the estimated value of a

parameter

6 . For discussion of the linear regression method , see the following references:

- Mood, AF. Inrroducﬂqn to the Theory of Statistics (McGraw-Mill, 1950)
Scheffé, Henry The Analysis of Variance (Wiley 1959, Chapier 10)°
Dmpef_and Smith Applied Regression Analysis (W iley 1966, Chapter 6)

Rao, C Radhakrishna Linear Statistical Inference and Its Applicarions (Wiley 1973, Chapter 4)
“Montgomery and Peck Introduction to Linear Regression Analysis (Wiley, 1982, Chapter 3).
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e T-siatistic: a test statistic to determine whether the estimated value 1s -
significantly different from zero

e P-Value: the probability that a coefficient would equal its estimated value if it -
were truly zero -

In this example, the est_imated impact of supply reliability, TDS water quality, and’ o

Vintage are all statistically and significantly different from zero. The interpretation of the findings

are as follows;

o Supply Reliability: A 10% increase in supply reliability increases the expected
'Net Contract Value per AF by 7.6%. The probability that this impact would be
estimated if supply reliability had no impact on Net Contract Value per AF is
less than 0.04%. ' ' .

o TDS Water Quality. A 10% increase in the TDS of water decreases the _
" expected Net Contract Value per AF by 5.5%. The probability that this impact
would be estimated if TDS water quality had no impact on Net Contract Value
per AF is 5.2%. ' ' ' - :

. Vinrage: Each additional year of contract Vintage reduces Net Contract Value
- per AF by 6%. The probability that this impact would be estimated if Net
Contract Value per AF were the same for all vintages is about 0.08%.

Under the sample Eligible Transaction data, there is strong evidence that the Net

Contract Value per AF of an Eligible Transé.ction increases with supply reliability, impfoved TDS

water quality, and the closer the Reference Date is to the date of the Price Redetermination.

Third, consider an alternative regression model that expands the list of Tfa.n_saction

: ch'aracieristics to include any other characteristic suggested by either Party, provided that the

Party suggesting a characteristic supplies the necessary data to measure the Transaction

characteristic.

The Price Redetermination will include the additional Transaction characteristic if

both of the following conditions are satisfied:

1. The number of Eligible Transactions exceed the total number of included
Transaction characteristics in any statistical model by at least seven , and

2. The additional Transaction characteristic (a) has the direction of impact

stated by the Party at the time it suggested inclusion of the characteristic,

"and (b) the characteristic's estimated coefficient is statistically different
from zero at a level of statistical significance of at least 10% accordingtoa
one-tailed test. - :
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The Party not s_uggésting the characteristic has the rig}it. to chatlenge the validity of the data

submitted, provided that it sﬁpply alternative data to measure the prOpdsed Transaction
_ characteristic. | | |

Suppoée tﬁat each Party suggests a different additional Transaction charaéferistic‘
eacﬁ satisfies the two conditions for inclusion, but that the number of Eligible Transactions. limits |
the inclusion to only one of the sugge_sfed additional charécteristics. An Agreement Valuation.
Band’ is c_aiculaied in the 'alterna-tive., first including one of the suggésted additional Transaction
characteristics and then the other. The one that produces the narrowest Agréement Valuati'on.
" Band is accepted for inclusion. . | |
_ - Fourth, select the final regression model. The Transactions characteristics include
- Supply_ reliability, TDS water quality, Vintage, and any other Transaction characteristics that
satisfy the required inclusion coﬁditions_.. The validity of the final regression tmodel should be
~ verified 8 This final regression model is deemed the.statistically valid refation between Net
Contract Value per AF of an Eligible Transaction and the Tran_saction cha,rac.te.ﬁsﬁcs.

D. Step 4: Cé!cu!arg Agreement Valuation Band based on the statistically valid
" relation between Net Contract Value per AF of an Eligible Transaction and
Transaction Characteristics _ Ny -

The final régression mode! provides the basis for answering the two basic

questions of a Price Redetermination:

L ‘How does one estimate the market value of IID Conserved Water from the
' valuations of Eligible Transactions; and '

2. How does one decide whether the estimate of the market value of IID
Conserved Water based on the valuations of Eligible Transactions is

7. The Agreement Valuation Band is discussed in D below.

8  For general discussion of issues and proposed solutions, see Scheffé {1959), Chapter 10
("The Effects of Departures from the Underlying Assumptions"), Draper and Smuth
(1966), Chapter 6 ("Selecting the Best Regression Equation"), and Rao (1973), Chapter
4g ("The Theory and Applications of Statistic Regression"). '
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" sufficiently reliable to warrant an adjustment to the price in effect under the
Agreement? .

" The first question is answered by calculating the expected predicted Net Contract Value per AF of

the Agreement. The second question is answered by calculating a "prediction value interval.”
Each calculation is described below. - |

The calculation of the expected predicted Net Contract Value per AF for [ID

" Conserved Water uses the estimated parameters from the final regression model and the value of

the Transaction characteristics for the Agreement, evaluated as of the date of fhe Price
Redetermination.? The Agreement's Transaction characteristics are measured by the same
methods used to measure the Transaction characteristics of Eligible Transactions. For example, if -

the IID's Supply Reliability were 99 and the TDS water quality were 600, then the expected |

predicted Net Contract Value per AF of the [ID's water is $407 pér AF,10 or $121 per AF above
the $286 per AF average Net Control Value per AF of the sample of Eligible Transactions. In

this example, the majority of this difference t_eﬂects the adjustment for the Vintage of Eligible

~ Transactions (see below): 11

9 In terms of the parameters of the basic regression model, the formula for the expected
predicted value for [ID Conserved Water is: _ :
. EP(NCVg) = e“""""'"l"(,smxlnr""z“"'ﬂ'm"un)l | :
where EP(NC Vi) = expected predicted Net Contract Value per AF for IID Conserved
- Water, SR = the value of the reliability index for IID Conserved Water, and TDSw = the
. TDS of the water the Authority receives under the Agreement. Since the prediction is as
of the date of the Price Redetermination, Vintage is set to zefo. Using the estimated
values for the parameters estimated with the sample of data for hypothetical transactions,
the formula becomes: . '

EP(NCV‘) = e[9.52*'0.76:|ﬂ53lm) -0.55’!1(1351]9]! _ )
10 Setting SRyp =99 and TDSp = 600 in the formula in the previous footnote, yields
EP('NCV.,) = e[9.52*'0.76-l:(.99} 0.55:In(600)] _ 3407 per AF

11 Recall that Net Contract Value per AF was estimated to increase by 6% annually. Since

the average Vintage of Eligible Transactions was five years, Net Coritract Value per AF,
at the date of the Price Redetermination, would be 33.8% higher for the same supply
reliability and TDS water quality. That is, Net Contract Value per AF for the Eligible
Transaction, as of the market conditions prevailing at the time of the Price
Redetermination, would be $383 per AF. The remaining $24 per AF difference between
the expected predicted Net Contract Vaiue per AF for the IID Conserved Water reflects
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Adjustment . | . Sper AF-
Vintage 97
Reliability/Water Quality = . - 24
Total. ' 121

The IID and the Authority understand that no analysis of Eligiblé Transactions can

| -prediét the Net Contract Value per AF for [ID Conserved Water with absolute certainty. There |

“are two sources of prediction error. First, the Net Contract Value per AF of an Eligible

Transaction is not fully explained by the Transaction characteristics. 12 The greater the number of
Eligible Transactions, the smaller the potential magnitude of this prediction error. Second,
reflecting the fact that Eligiblé Transactions are not strictly comparable to the Agreem_ent, the
[ID’s Tfansaction characteristics may differ from the Tr_arisactioﬁ characteristics of the sample of
Eligible Transactions. The smaller the difference between the [ID's Transaction _charactéristics
and the Transaction characteristics of Eligible Transactions, the smaller the potential magn.ifude of -
this prediction error. ' . - _ o

Figure E.1 shows the frequency. distribution qf the predictioﬁs for the IID's Net

‘Contract Valucl'per AF, as of the Price Redetermination date, for the hypothetical data.!3 The

frequency distribution of predictions becomes more closely bunched around the expecied

predicted value, (a) the greater the proportion of the variation in the Net Contract Value per AF

" of Eligible Transactions i.s explained by the Transaction chaiacteristics, and.(b)' the closer the [ID's

Transaction characteristics are to the Transaction characteristics of the Eligible Transactions

The IID and the Authority agree to use a "prediction interval” to decide whether

the Agreement price, as of the time of a Price Redetermination, is consistent with the estimated -

the offsetting adjustments for the IID's higher supply reliability (.99 for the IID versus an
average.of .757 for the Eligible Transactions) and the higher TDS of water quality
available to the Authority (600 versus an average of 501 for the Eligible Transactions).

_-"2 In the hypothetical example, recall that about 38% of the differences in Net Contract

Value per AF among Eligible Transactions were unrelated-to the Transaction
characteristics. ' -

- 13 " The frequency distribution measures the probability that the true I[D Net Contract Value

per AF lies within a specified interval. For example, the probability that the true [ID Net
Contract Value per AF lies +/- $10 per AF of $407 per AF is about 9%.
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Net Contract Value per AF of the 1D Consen ed Water ~ A prediction interval is based on the

final regression model and the 1D's »alues for the Transaction characteristics, 14 The Pames have
...-agreed that an 80% prediction mtewal be utilized. That is, 80% of the frequency d1stnbunon
should fall outside the prediction interval and 20% should fall inside. F1gure E.1 shows an
"Agreement Valuation Band" deﬁned by the 80% prediction interval. 15 This Band includes 20%
_ of the frequency distribution of the predlcted IID Net Contract Value per AF. If the value of the
agreement pncc falls within th.lS Band, the existing price is deemed to be consistent with the
market valuation of IID Conserved Water. If the value of the existing price falls outside this |
| Band the price is deemed inconsistent with the market va]uatioﬁ, and the Price Redetermination
,_would adjust the price. For the hypothetical exarnple the lower-and the upper lmuts of the |
- Agreement Valuation Band, respectwely are $384 per AF and $430 per AF (see Flgure E. 1)
T_‘hat is, if the value of the price falls within +/- $23 per AF of the expected predicted IID Net

4 The formula for the predxcnon interval can be found in numerous statistics books The
formula for a 100(1-c) percent prediction interval is:

UL = EP(InNCV) + tazapK 2 EP(lnNCVm)>EP(lnNCVuD) tuzegxK = LL

where, EP(InNCVyp) = expected predlcted vaiue of the natural loganthm of IID's Contract
Net Value per AF

is the value of the Student's T-statistic for 51gmﬁcance levela (two-taﬂed test) with
"n-p” degrees of freedom

a= sagmﬁcance level (deﬁnéd as the proportion of the ﬁ'equency distribution out51de the
prechctlon interval)

n = number of Eligible Transactlons
= mumber of Transaction characteristics +1
| K 402[1 + XXX %]
= the values for [ID's Transactions characteristics {including the coustant term)

= the data matrix of Transaction characteristics used to calculate the regressaon '
(mcludmg the constant term)

“ The lower limit of the Agreement Valuation Band = e"* The uppel_' limit of the-
" Agreement Valuation Band =¢™".

15 The Agreement Valuation Band is calculated by subst:tutmg o = .8 into the formula in the
previous footnote, the value of the I[D's Transaction characteristics, and the data matnx '
for the Eligible Transactions. :
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- .  Contract Value per AF, the Price Redetermination would conclude that the existing price is

consmtent with the market valuanon of IID Conserved Water.

-E. Steg 5:- Entertain Inclusion of - Transacnons with Vintages Greater Than Ten
Years -

The 11D and the Authonty understand that the width of the Agreernent Valuatson. :
Band reﬂects the rehablhty of mformatlon available from the study of the Eligible Transactions.
‘Reflecting theu' commeon goal of basmg a Price Redetenmnanon on the most reliable mformanon
about the market value of [ID water, the Parties agree that the Pnce Redeterrmnauon should use
as much avaxlable information as posmble to narrow the range of the Agreement Valuatlon Band. |
To thxs end the Parties agree to éxpand the set of Eligible Transactxons 1o mclude longer

thages up to 15 years as of the date of the Price Redetenmnatlon provided that:

1. The Transactions with longer thages satlsfy all other Ehglblhty Criteria,
and '

2. No Transacnons wnth a contract effective date before the year 2000 are

. . . included. . _
o Usmg the data ﬁ'om the expanded set of Eligible Transactions, reestxmate the final regresswn '
mode] and recalculate the Agreement Valuation Band. The Price Redetemnnatlon shal] be based
on this _reqaiculated Agreement Valuation Band, p_rovlded that both of the followmg cond_mons

* are satisfied:

1. The expected predlcted 1D Net Contract Value per AF from the initial set
of Eligible Transactions cannot differ by more than 5% from the expected
predicted [TD Net Contract Value per AF. from the expanded set of Ehglble
Transactions; s.nd :

2. The width of the recalculated Agreement Valuation Band must be srnaller
' than the mdth of the initial Agreement Valuation Band.

If one or both of the above conditions are not satlsﬁed then the Price Redetemunatxon shall be
_ based on the Agreement Va.luanon Band calculated with only the initial set of Ehglble

Transactions.

-111-




F - Step6: Derermme Whether Admstmem To Pr:‘ce Warranted

This deterrninatton starts wrth the calculatton of the Net Contract Value per AF for

the pnce m effect under the Agreement as of the date of the Price Redetermmauon for the -

remaining term of the Agreement The same procedures ‘and methods used to calculate the Net |

Contract Value per AF of the Eligible Transacttons is used. The location adjustment shall be

sero. Unless the conditions of renewal are satisfied as of the date of the Price Redeterminetion,
 the projections shall assume that transfer of [ID Conserved Water cease at ‘the end of the Initial
Tem B | - b
| 'l'he final step involves the calculation of a Price Redetermination Value. If the
Net Contract Value per AF for the ex.tstmg pnce in effect under the Agreement falls outside the

_ Agreement Valuauon Band the Price Redetemunatton Value is set 10:

1. The lower limit of the Band if the Net Contract Va.lue per AF falls below =
the Band, or :

2. | The upper Imut of the Band if the Net Contract. Value per AF exceeds the
Band.

I the Net Contract Value per AF falis within the Agreement Valuatton Band, no adjustment in the
price is made. 4 | )
The caiculation of the Price Redetermination Value is illustrated by tl\e use of the
~ Agreement Valuation Band esttmated with the hypothettca.l data. The Balnd‘s lower and upper
' lirrtits respectively, are $384 per AF and $430 per AF, or about +/- $23 per AF of the estimated |
predtcted value of $407 per AF. The Price Redetermination Value would be: B
$384 per AF: if the existing price produced a Net Contract Value per AF less than
3384 per AF; or $430 per AF if the existing price produced a Net Contract Value per AF greater
han $430 per AF. |
5. Adjustment to Agreement Pri

If the Price Redeterrmnatton concludes that an adjustment is warranted to the existing

w

price, the new price under the Agreement shall be calculated as follows:
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New Price Schedule = @ x Price Redetermination Value
-+ (1-0) x Agreement Price before Price Redetermination .

where @ = the Weight of the Price Redetennihation Value as set forth in the table below. Since |
the Price Redetermination Value is based on a contract valuation price subject to inflation
escalation, the Price Redetermination Value would be subject to annual escalation based on the -

annual growth in the CPL

" CALIFORNIA WATER MARKET SCALE

Projected Average Annual Trc;nsfers . Weight of Price
from Qualifying Transactions!6 Redetermination Value
0.24-0.35 MAF | 50%
0.36-047MAF =~ _ 53%
. RN 0.48-0.59 MAF %
|  060-0.71 MAF 3 | 6T%
0.72-0.33 MAF . 2 73%
084095 MAF | 80%
0.96-1.07 MAF | | 87%
1.08—1.2OW | 93% -
>1.20 MAF | O 100%

For example, wppose that the hypothetxca.l Price Redetemunanon descnbed above was

the first one during the Imtlai Term of the Agreement. Suppose that the Price Redetemunatlon

. 18 For definition, see § S 1(¢). The calculation of average annual tra.nsfers shall be
' rounded to the nearest .01 of 1 million AF.

e




Value was determined to be $384 per AF and the project‘éd average annual deliveries of _

Qualifying Transactlons for the next 10 years aﬂer the Price Redetermmanon rounded to the

" nearest one-hundredth of one million AF was 0.70 rmlhon AF. The weight "w" for the Pnce

Redetemnnanon Value is 67%. ~The New Base Contract Price formula is: 17 :

New Base Contract Price = $257.28 per AF (subject to CPI escalauon) + 33% x [(Full MWD
Water Rate - Base Wheeling Rate) + 50% x (Base Wheeling Rate - Actual Wheeling Rate)]

In years when the Authonty pays a Shortage Prenuum, the Premium peud equals (l—m) or

33% of the amount specified in the definition of the Shonage Prermum

6. Conglu.ﬂgn

The IID and the Authority understand that a Price Redetermination involves an extensive

analysis of transactions. The procedures and calculatlons described above are requxred to promdef

‘both Parties with the comfort that a Price Redetermination will meet their common goals. __

17 $257.28 per AF = 67% x $384 per AF (rounded to the nearest penny)
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- ' - Table E£2
_ Data for Hypothetical Eligible Transactions Use

d in & Price Redetermination

mmm——
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T '
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Transaction Value Reliability Quality Vintage - |
1 - $263 0.5656 $§3 . 1
2 $223 0.5083 403 4
- 3 $327 0.9700 453 3
4 "$330 - 0.8560 488 3
: P s $419 0.8406 443 3
- 3 $240 0.6502 514 B
7 $305 - 0.6104 488 E
8 $207 - 0.7575 457 10
9 $182 0.7998 562 10
10 - $253 0.9015 637 5
11 $318 0.9188 551 5
12 $258 0.7248 652 2
13 5318 0.9700 503 6
14 $222 0.8061 410 9
15 1 s170 "0.5645 597 5
16 $357 0.7731 428 4
17 $185 0.6146 - - 531 3
18 $365 0.9096 479 3
19 . $287 0.7826 547 s
20 T $2%0 07742 450 IR
21 - $369 0.3452 533 3
22 27 0.6560 414 4
23 $390 0.757S 439 ]
24 - '$211 0.6752 474 ]
25 $496 10,9700 423 3
26 $163 0.6938% 498 3
27 3380 0.9700 419 2
28 $299 0.5518 . 555 6
- $335 0.743%4 456 6
30 $172 0.5162 619 5
$286 . 0,7574 501 5
Standard Deviation | - 382 0.1421 : 69 2.4
Maximum $496 0.9700 652 10
Minimum . $163 0.5083 403 1
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Exhibit F: Transfers of Additional Available Water

"A. Summary

This exhibit descnbes the procedures apphcable to transfers of Addnttonal Available -

-'Water‘ set forthin § 3.2 of the Agreement. Independent of the quanttty of water transferred

under § 3.1, in its complete dtscretton 1ID can etect to make addtttonal quanttttes of Conserved
Water avatlabie to the Authorlty (" Additional Available Water"). In accordance with the |
prowsnons of § 3.2 and certain identified carve-outs for transfers to MWD or CVWD if IID
wishes to transfer Additional Avallable Water it must first offer the water to the Authonty
Strmlarly, if the Authonty wants to acquire additional water from a third party other than the
MWD unless covered by an appropnate Drought or Water Quality Transaction, it must first . |
oﬁ'er to purchase Conserved Water from the IID | | | |

The quantity of the Add:ttona.l Avmlable Water will be an amount in excess of the .

| Stablllzed anary Quantnty identified in § 3.1 andup to a maximum of 100,000 AFY.

Addmona] Avaxlable Water does not mclude the quantity of Conserved Water transferred under

the ID/MW D 1988 Agreement as of the Execution Date or any mcreases which result from the

' PCC d.etermmatlons and does not include any water conserved ﬁ'om the All-Amencan Canal or

the Coachella Canal.

The price of the Addmanal Avat!able Water is the same as other Conserved Water.
transferred concurrently under § 3.1 of the Agreement. The term for the transfer of any |
Additional Avallable Water must also end concurrently with the Imtml Term and the Renewal

'_I'erm.

| Termsin bold are defined in § 1.1 of the Agreement.
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' | . N B. | Procedures
: - For a hypothetlcal application of the procedures in § 3.2 assume the following:
1. In Agreement Year 9 the Authority deterrmnes to acquire an addmonal
30,000 AFY of water to satisfy its pro;ected water _supply demands. The Authonty |
provides the IID with 2 Notice to Acqlrire and the Notice .to Acs;uire contains the .'
' followmg addmonal terms: A transfer start date in Agreement Year 12 and a ramp-up
schedule wnth deliveries increasing evenly over a two-year period. In addmon the
. Authonty mcluded transportation and Landowner pa.mctpatlon contmgencres whsch were
~ to be satisfied mthm 12 months.
2. The Notlcc to Acquire did not include any contmgensy for emnronmental
- '_ : mitigat_ion. 1D provtdes the Authonty with its own Notice to Transfer, which accepts
' u o the Auttrbrity's proposed terms.and adds an environmental contingency.
. | | Comment |
Under these crrcumstances the TID could have chosen to accept the terms contmned in the
Notice to Acqurre provrde its own Notlce of Transfer which included additional terms such as an
acceptable environmental contingency, or elect to meet and cqnfer with the Authonty to seeif
mutually acceptabie terms and conditions could be negotiated; Thus, its response to thc above
Nonce to Acquire was appropriate.
Another potentlal application of the notice requirements is conta.med in the fol}owmg
~ hypothetical.
1) In Agresment'Yea: 8, the [ID provides a Notics to Trsrisfer tothe

Authority that it desires to transfer 80,000 AFY of Additional Available Water to
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‘ the Authority beginning in Agreement ‘Year 13 and under a ramp-up schedule of

five years.
2) The Notice 'to' Transfer ipciudes a transportation, Landowner éubscripﬁon :
and enwronmental contmgency that must be sansﬁed within 24 months. |
3) The Authority fails to accept the terms and conditions proposed by the IID
and instead elects to provide [ID with a Notice to Acqulre 60,000 AF Y w1th :
' deiiveries beginning in Agreement Year 13 and under a ramp-up schedule of six
 years. .
Comment:
In this hypothetical situation, the Aothority's response to the Notice to Trapsfer .was notto -
" accept the proposed tefme and conditions, and to provi'de 1D an independent Notice to Acquire.
IfID elects not to accept the proposed Notice to Acquire, the Parties have an obhgataon to meet

- 'and confer to see whether an agreement on appropriate terms can be reached.

If no agreement on terms and condmons concerning the Additional Avmlable Water is
achxeved elther the IID or the Authonty can elect to provide a Notice of Wawer which would-

) reheve both Parties of thelr respective rights and obhgat:ons concemning Addmonal Available
Water and they would be free to enter Transsctlons involving third parhes On the other hand, if
neither Partp' sends a Notice of Waiver, the Parties’ respective rights to Additional Available
-Wet_er remain intact. |
c. s an io

| Both the [ID and the Authonty have the right to exclude" from Addmonal Available

. .W_ater transfers and purchases which comply with certain specified restrictions.
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L. p Cttrve-Ottt for Adjunct.Contracte-
By way of example assume the following: |
a. In- Agreement Year 4 the [ID prowdes the Authonty w1th a Nouce to
Transfer for 70, 000 AI"Y begmmng in Agreement Year 11 and under a ramp- up schedule iastmg
ﬁve years and subject to various environmental, Landowner subscnptron and transportanon :
contingenmes_
.. b The. Authonty accepts the proposed terms and cond1t1ons w1thm SiX
months from receipt of the Nottce to Transfer
C. In Agreement Year 5, the IID executes an Adjunct Contract thh the
MWD which nrovides for the transfer of 25 000 AFY to MWD at a price 515 per AF htgher than
the per AF price paid by the Authority.
Comment | |
The IID's Nottce to Transfer to the Authonty, which was accepted by.the Anthority,

precludes the IID from subsequently reducing the quantity of Addtttonal Avaslable Water to be

| transferred to the Authority. However, in the above hypothehcal the [ID agreed to transfer to

MWD only 25,000 AFY. Thus, the quanttty to be prov:ded to MWD under the Adjunct Contract

- will not result in a reduction of the amount of Additional Ava.dable Water previously committed

to the Authonty However, as a result of the 25,000 AFY Ad]unct Contract with MWD only
5,000 AFY of potential Additional Available Water remams
2. - Authority Exclnsion

As noted sbove, the Authority's obligation to first offer to purchase Additional Aﬁailable

Water from the [ID does not apply to water purchases from MWD In addition, the Authority has
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| rhe right to exclude the acquisition of watér froma third party othcr than MWD under certain
"'co'nditio‘ns. For example, assume the following: -
a In.Agreement Year 1, a Critical Year is projecréd by the Califo'rﬁizr :
| Department of Water Resources o B |
b. The Authority seeks to execute a contract wrth the Crty of STU to deliver |

' 40 000 AFY of 340 TDS water for continuous deliveries begmmng in Agreement Year | for the
_ following 10 years, irrespective of whether the Critical Year condmon contmues | |
Commem |
Under these facts, the proposed contract would not quahfy for an excluswn asa Water
| .Qua.lity Transacuon or a Drought Transaction. It exceeds both the quanttty limitation for a Water
Quality Transaction set forth in the Agreem ment (20,000 AFY) and the requlrement that deliveries
be completed within two , years from the date of execution. |

3. Authority Water Quality Exclunon

The .Authority is also allowed to acquu'e water from a thlrd party 1o obtain a water
quality beneﬁt A Water Quality Transaction that results in the Authority receiving water with
aTDS of 400 ppm. as measured at Lake Skinner and which satisfies cenam condmons may
| be undertaken by the Authority thhout regard to its obhgauon 10 purchase Addmonal Water
| from the IID. | |

For example, assume the following:

a. InAgreement Year 5, the Authority is receiving 100,000 AF of Conserved
- Water from the [D. | -
b.  The Authority proposes 1o execute a contract with the KLM Agc’rrcy for the

| -delivery of 50,000 AFY. The water has a TDS of 100 ppm. '
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¢, Transportation of the water from the KLM Agency will require cbnveyance

' through the State Water Project and MWD transportauon facilities.

d. [n transporting the water to Lake Sklnner the water purchased from KLM
Agency will be blended with a greater volume of State Water Prcuec: water wuh a TDS of

410 As a direct result of the commmglmg of supphes the water recewed at Lake Skmner by .

the Authonty has a TDS of 375.

g. | The TDS of Conserved Water delivered to the Authonty durlng Agreemem X

© Year 5 is 500.

f. The .Auth'ority has not undertaken any previous Water Quality Transactions.
‘Comment

Under these assumed facts, the proposed Water Quélity Transaction'duai_iﬁes for an

_exclusmn The Authority will take delivery of the water with a TDS of less than 400 from -
'KLM Agency at Lake Skinner. The TDS of the proposed Transacuon is also less than the :
_ TDS of Lhe Conserved Water then being transferred by the 1ID to the Authority. Fmally,
- the total annual volume of the proposed Transaction is less than 100,000 AFY and the

: '_Aut.honty is engaged i in no other Water Quality Transacnons, the Authonty has sansﬁed the

_applicable schedule.
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‘under ¢

Exhibit G: Term Right of'Firsi Refusal

The [[!)1 and the Authonty each have with respect to the other 2 nght of first refusal

enam circumstances for certain Transactions entered into aﬂer the commencement of

Agreement Year 63 and terminating on the fast day of the 10th year following expnrat:on of the

Renewal Term (the Shadow Period). An example of how the term right of first refusalis

implemented follows.

- Assume the following:

The IID is transferring 200 000 AFY to the Authonty in Agreement Year 63.

The IIDis transfemng 100,000 AFY to third parties other than the Authonty in

Agreemem Year 63.

" The Authority is acqumng 550,000 AFY from MWD, pro;ects and third parties
other than the TID.

The Authority executes 2 new contract with PQR water district in Agreement Year

- 70 for 75,000 AFY to commence in the first year followmg explratlon of the

Renewai Term and to last for 40 years at a pnce of 3600 per AF at the Colorado
River, adjusted each year by the CPL '

The Authority and the IID met and conferred in Agreement Year 63 and
exchanged the following Last Best Offers mthout reaching agreement. The |
Authority offeréd to acquire 100,00 AFY of' IID Conserved Water at 3650 per
AF delivered to the Authority without escalation for 30 years, and the IID offered |
to transfer 200,000 AFY of Conserved Water to the Authority at Imperial Dam for
10 years at $650 per AF with annual escalations for changes in the CPL. |

Upon executmg the agreement with PQR water district, the Authority must give written

_'Notice of

such agreement to the IID with inclusion of the contract, information about Elxgnblhty

1

Terms in bold are defined in § 1.1 of the Agreement. -
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. Criteria, and a per AF valuation of the contract as performed in a Price Redetermination The

E_’arties then _deteimine whether such agreement isa Competin.g. Proposed Transaction. Only - .
_ Competing Propo'sed_'l'ransactions are subject to the term right of first refusal. The PQR .
agreement with the Authority meets the required relevant Eligibility Criteria for being a
| Competmg Proposed Transaction. |
| " The IID's right of first refusal under the example extends only to Competing Proposed
Transactions of the Authon'ty that causes the Authority to acquire from MWD, pl’OjeCtS or third
panies.other than IID more than 550,000 AFY.by up to .200,000 AFY. Assuming the PQR
Com.peting_ Proposed Transaction for 75,000 AFY wasin addition to the 550,000 AFY being
| acquired by the Authority in Agfeement Year 63, theﬁ the 1TD may exercise its right of first
 refusal within 90 days' of the Notice. If the [ID exercises the right of first refusal, then it must
perform under all the terms of the PQR contract. If the ITD fails to exercise its right of first
refusal, then the Authority may consummate the agreement with PQR water district. The. D's
* right of first refusal continues to exist against the Authority during the Shadow Period post-
'rejection, but has been reduced by 75,000 AFY and may be reduced further by subsequent

uthonty Competmg Proposed Transacnons | '

. Ifthe nght of first refusal is exerc:sed by the [ID, then the Parties must also determine

whether a premium or dlscount in the price under the new agreement is warranted. Under the
" example, the Authority is the Offering Party and the IID is the Responding Party. Ifthe terms

of the Competing Proposed Transactton are mfenor to the Authonty compared to the [ID's Last
Best Offer, as determmed by utilizing the process for determining the per AF value of Eligible
Transactions |n a Price Redetermination, then the IID is entitled to receive a 2 10% premium
above the price requested under the PQR contract Assuming in the example no value impact has
been demonstrated in the Price Redetemunanon history for volume differences between 75,000 |
AFY and 200,000 AFY, and assuming no quality differences between [ID Conserved Water a._nd
PQR water, then no premium is required because the per AF value of the terms for the PQR water

is superior to the Authority compa:ed to the [ID's Last Best Offer. However, 1f the I[D's Last
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- Best Offer had been for $575 per A.F and if no value impact had been demonstrated in & Price

.Redeterrmnanon relatmg to term differences of 10 versus 40 years, then the IID would receive a
10% prermum over the PQR price for alt water delivered under the new contract.

If the [ID later executed a contract with Z Municipality to transfer 50,000 AFY at the
Colorado River for five 'yea_rs at $600 per AF, adjust_ed annually for changes in CPI, then the same
‘process descnbed above would be utilized. However, 1D would now bé the Offering Party and
the Authority would be the Responding Party. If the per AF value of the Authonty s Last Best
Offer were less to the IID than the per AF value of the Z Municipality contract, the Authority
would receive no discount if it exercised its right of first refusal. But, if the Authority‘s Last Best
Offer hacl a per AF value higher than the per AF value of the Z Mummpahty contract, and if the |
Authority exercised its right of first refusal, it would perform under the Z Mumc1pahty contract,

except that the per AF price would be discounted by 10%.
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| . o  Exhibit H: Calculations Deterinining Whether

[ID Environmental Mitigation Expenditures Exceed Limits

This exhibit illustrates the calculations needed to determine Whéther IID environmental -
" mitigation expenditures exceed the limits specified in § 8.1(b) bf the Agreement.’ | There are two
firnits: _ '
1 Limit on initial mitigation obligations. the present value of expend:tures for
: mltlgatlon obligations identified pre-Effective Date during initial envxronmental
review and as of the Environmental Decision Date may not exceed the IID
Environmental Cost Ceiling; and |
2. Limit on subsequent mitigation obhganons the present value of post-EEectwe
Date expenditures for initial mmgatnon obligations, plus as of the Subsequent
__ Environmental Mitigation Date, any further mitigation obligations as a result of
. ._ ' - 7 " unanticipated environmental consequences may not exceed $30 million (in B |
_ | Effectivé-])ate Dollars).
} ' R | n:ci expenditures include any financing costs the IID incurs in borrowing money to fund IID
| | _mmgatlon programs | |
- The limits specified in the Agreement are apphcable at the commencement or durmg any
year of the Agrcement Therefore, there are three types of needed ﬁnanctal valuations: '
1. An initial valuation at the Environmental Decision Date; and
2. Anannual valulnon commencmg with initial mmganon expendlmres and -
continuing each year of the Agreement; and

3. Avaluation at a Subsequent Environmental Mitigation Date. '

.. - ' Terms in bold are defined in § 1.1 of the Agreement.
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If the [ID incurs any mitigation obligations as of a Subsequent Envnronmentai Mmganon Date, the

'annual-valuatlon will be expanded to include both the IID‘s tnitial mitigation expend:tures and all
of the [ID's subsequent ‘mitigation expenditures. '
Environinental Decision Date Pres.ent Vﬁlue Analysis

The initial detenmnanon of whether the present value of reqmred expenditures by the [ID
for nuttgatlon obligations identified pre-Eﬁ‘ectlve Date does not exceed the [ID Enwronmental
Cost Ceiling occurs at the Environmental Decision Date. Since this valuation would occur before-
_ any mitigation expendltures are made or any necessary financing arrangements are actua.lly
- secured, the valuanon is based.on prOJecnons of the time profile. of' expendxtures and armmpated
ﬁnancmg arrangements. - o

The projections of future expendimres should reflect, at the time of the valuaﬁon, the most
current and best available information on the likely magnitude of mmganon expendlturas over the
term of the Agreement. Such information may include projections ba.sed on ana]yses of historical
conditions deemed representative of the condii_;ions.-reasonably expected to prevail in the future.

“The assumptions about ﬁna.nciﬁg arrangeménts should be consistent with the ITD's plans

' f‘or the financing of m:tlgatmn expenditures. The IID shall develop. its ﬁnmcing plan with its

" financial advisor, under then prevznlmg market conditions, and the exermse ofits compiete

dtscretmn
The present value of TID's projected mitigation expenditures, as of the Effect:ve Date of

the contract, is calculated as:

Present Value = cumulative IID annual expenditures before the pre-Effectwe Date -
(plus accrued interest) + Present Value of [ID's annual expendmtres post-Eﬁ‘ecnve Date

The calculanon of accrued interest shall use the cost of IID funds anticipated by IID's ﬁnancmg
plan to fund mmganon expendxtures If this calculated present value might be more than the
$15 million limit in the exercise of IID's complete dlscretxon, then the condmon on environmental

rmtlgatton has not been satlsﬁed
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. o Annual Valuatlons after Commencement of Initial Mitlgatlon Expend:tures

. The $30 million hrmt spemﬁed in the Agreement cannot be exceeded during any year of

the Agreement Therefore a calculation must be made each year to reflect actual cumulative

expenditures and the most recent pro_;ectlons of future obllgatlons

Present Value = cumulative IID expenditures to date as of the year of the valuation +

Present Value of IID's projected future annual expenditures

- CPL =

Limite =

| T =

Cumulative [ID annual expenditures to date equa.ls the sum of:

e  cumulative I]D expendxtures pre-Effectwe Date (plus accrued mterest) expressed

in valuation year dollars

e . annualllD expend:tures post-Eﬁ'ectwe Date expressed in valuation year dollars _

The formula for expressmg expenditures in yea.r "t" in valuanon year dollars is:

" Ey = E: x CPL,+ CPL,

| . - " where, E., = expenditures in year t e_xpressed in valuation year dollars
E = l"lDexpendﬂuresmyeart
CPI, = the Consumer Price Index pubhshed dunng the 30 days before the month of

the valuation

the Consumer Price Index published in year t for the month of the valuation

Since the $30 mﬂhon limit is expressed in Effective-Date Dollars, the $30 million fimit
must be updated annually. The formula for the lumt in year t is as follows:

Limit, = Limit,; x (1 + .. l)

‘where Limit, = limit on the present value of the IID's mitigation expenditures.in year t,

fimit of pnor yeer

annual percentage change in CPI in the prior year
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Annual Valuations with Subsequent Environmental Mitigation Date for Any Subsequént
Environmental Review and Any Subsequent Mitigation Expenditures

If unanticipated environmental consequences result in any new mitigation obhganons the
calculation of the present value of the LID's mitigation expenditures will take into account these
additional expenditures At the date of the Subsequent Enwronmental Mxtlgauon Date, the
' pro;ectlon of future new mitigation expendxtures w:ll be added to the pro;ectlon of future mmal
mitigation expenditures. As of the date of the Subsequent Environmental Mltlgauon Date, the |

present value of the IID's mitigation expenditures shall be estimated as follows:

Present Value = cumulatwe IID annual expend:mres as of the
Subsequent Environmental Mitigation Date (plus accrued interest) +
. Present Value of IID's projected future annual original and new mitigation expenditures -

~ The calculatnon of cumuiative IlD annual expendmues shall proceed in the same rnanner 1f this
" present value is less than $30 million, as adjusted by the accrued interest between the Effective
Date and the year of the Subsequent Environmental Mitigation Date, then the conditionon
environmental mitigation continues to be satisfied. ‘For each subsequent year, the assessmeni of
whether the [ID environmental mitigatiou expenditures exceed the $30 miltion limit (Effective-

Date Dollars) shall proceed in the same manner.
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Ex_hibii J: Conti-i.but.io_n to Satisfaction of Cﬁnditions

This exhibit illustfates fhe necessary calculafiéﬁs for '.either Pa.rty' to exercise their
nght to contribute the additional costs, in excess of the spemﬁed caps to sat1sfy the
‘Wheeling and the Enwronmental Mitigation condmons in Amcle 7 and Amcle 8 of the
‘Agreement. |
‘Wheeling Condition

‘The Wheeling condition of the Agfecmgnt requires that:

1'.. | The Actual Wheeling Rate be determined by a methodology consistent
- with the definition of the Base Wheehng Rate; Vl | |

2 The Authonty is only reqmred to pay to MWD an Actual Wheehng Rate,
exclusive of any  Supplemental Wheelmg Charge, that does not exceed the Base
Wheeling Rate; |
| 3. The Suppglementa'l Wheeling'Rate does not exceed $60 per'AF;

4.  The Supplemental Whe:!iﬁg Charge shall only be paid on the quantity of
.z.my Flo§d Control Releases ayaﬂable ifor diversion by MWD that were not diverted by
MWD into the Colorado River Aqueduct in that mbnth because the Authbﬁty wheeled -
: 'Cons-erved Water through the Colorado Rivef Aﬁueduct in that month, -

5. MWD makes available to the Authonty at the Conveyance Path
Termmus the same quam:lty of Colorado River water that the Authority makes avaﬂable

to MWD at Lake Havasu, less Conveyluce Lumu

b Terms in bold are defined in § 1.1 of the Agreement.
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6.  The Com)éyance Losses deducted byMWD for.wheeiing from Lako
Havasu.t.o the Conyoyance Path Terrﬁirius shall be equél to or less than one and one-half"
.p'erce'nt (1-1/2%) of the Conserved Water volume di_vert.ed at Lake _Havasﬂ;. :

| 7. The Ioitial-Term for access begins no later than the Initial Transfer Date
and ends no earher than the expiration of the Initial Term. |

Pursuant to Article 7.3 for the Authonty and Article 8.3 for the IID a Pany may
pay the additional costs, such that the net economlc effect on the other Party is the same
.as if the condition had been sausﬁed

_ Suppose that the Actual Wheelmg Rate is determmed by a rnethodology
inconsistent with the definition of the Base Wheeling Rate that yields a higher wheeling
rat.e than the Base Wheeling Rate, the S-upplemental Wheeling Charge exceeds $60 per
AF, and the Supplemental Wheeling Charge were paid according to a cntena which |
included both the circumstances deﬁned in thns Agreement (see pomt 4 above) and other
-circumstances Suppose further that Party A does not waive the wheeling condmon ‘but

_ Pa.rty B wishes to exercise its right to contnbute for the satisfaction of the wheeling
~ condition. Then the calculanon of the Base Contract Pnce shall be based on the Base
‘Wheeling Rate calculated according to the methodology specified in this Agreement, a
- Supplemental Wheeling Charge of $60 per AF only pmd on the quanmy of any Flood
Control Releases available for diversion by MWD that were not diverted by MWD into
the Colo;ado River Aqueduct in that month because the Authority wheeled Conserved

Water through the Colorado River Aqueduct in that month. For the entire Initial Term of -

this Agreement, Party B shall pay:




1. The Actual Wheeling Rates in excess of the Base Wheeling Rate W_hert

there is no Supplemental Wheelmg Charge
2. The-portion of the Supplemental Wheelmg Charge in excess s of $60 per AF |
| paid on the quantity of any Flood Control Releases available for dwersnon by MWD that
were not dwerted by MW'D into the Colorado River Aqueduct in that month because the
_ | Authonty wheeled Conserved Water through the Colorado River Aqueduct in that month,
3. The entire Supplementai Wheelmg Charge pa:d in circumstances other than
| those speciﬁed in this 'Agreement. | |
~ For exemple, suppose that the actuel wheeling arrangements \tvere the followiné:

%eelz‘ng rate without }wdroioga_'c-surplus: Base Wheeling gete + .

$15 per AF

Supplemental Wheeling 'C"harge: $70 per AF |

Criteria for payment of Su_pplememal Wheeling Charge: During

hydrologic surblus deﬁned as a one-year Spil_! avoidance criteria, |

which includes reieases of surplus water from Lake Mead under (a)

the circumstances for the payment of the Suppiemental Wheelmg

Chat_'ge under this Agreeme_nt, and (b) other hydrologic

circumstances. |

For the Exemplar Base Contract Price calculation in Exhibit A (p 72), the Base

‘Wheeling Rate remains at $68.50 per AF, even though the actual wheeling arrangements

~ callfora wheelmg rate of $33 50 per AF. The adjustment of the Base Contract Pnce fora

Supplemental Wheeling Charge would only occur during Fiood Control Releasu and not

-138-




~ during the other hydrologic circumstances allowed. by ihe one-year spill avoidance criteria
_ :'When such an adjustment in the Base Contract Price oceurs, the calcuiatlon uses $60 per -
AF for the Supplemental Wheelmg Charge not the $70 per AF charge under the actual
: _' wheelmg arrangernents Party B must pay the addmonal $15 per AF wheeling rate
wnth_out a hydrologic surplus, the additional $1_0 per AF Supplementa_l Wheelmg Charge _
dunng Flood Control Releases, and the entire $70 per A.F Suppiemental Wheelmg Charge
under the other hydroiogm c:rcumstances
_Environmenfal Mtigation :
.The Environmentel Mitigation conditions of this Agreement include tﬁe folleﬁng:
1 Authorify Environmental Cost Ceiling,
2. 0D Environment.el Co’st Ceiling; |

3.  Post-Effective Date cost ceilings.

For a discussion of the calculation of these ceilings for the IID see Exhibit H.
| Limit on fniriql IID miti gation obligations. | Suppose that, based on the .
Environmental Decision Date present value analysis, the IID concludes that the: D’s
nﬁtigetion obligation might exceed $15 million (Effective-Date Dollars), the conditi_on on
_environmental mitigation has not been satisfied, and, therefore, the [ID determines that it
wishes fo tenﬁinate the Agreement. Suppose further 'that the Authorfty wishes to exercise'
its nght to contnbute for the sansfactlon of the ID's environmental mitigation obligation.
Then for the Initial Term and Renewal Term if any, of thxs Agreement, the IID shall be
~ obligated to spend up to the annual limit on mitigation expenditures as deﬁned below.

. The Authority shall be obligated to reimburse the [ID, each year, for the excess of actual
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o example, if I]D’s pro;ected mtttgatlon expendttures for the year 2010 were $1 million and

mmgatlon expendttures over the IID $ annual llrmt on mmganon expendltures for the
. Initial Term and the Renewal Term, if any, of this Agreement

The method for calculating the IID's annual limit on mitigation expenditures o
depends on vlthether the D projeets thet its mitigation expenditutes exceed or might
exceed its Environmental Cost Ceiling._ Suppose, for example, that the IIb projeets thet .
its mitigation expenditures exceed $15 ntillion-(Eﬁ'ective-l)ate Dollars). Then the attnual
lirm't on the Il.'D's mitigation expenditures in every year would be celculated and equal to |
the projected annual mitigation expenditure in that year, multiplied by the edjustment
factor. The adjustment factor equals the ratio of the [ID's Eovironmental Cost Ceiling to

the present value of IID's projected rmttgatton expenditures. For example suppose that

: the present value of IID's projected mitigation expend:tures were $20 rmllton (Effective-

Date Dollars). Then the adjustment factor would be 75% (§15 tmlhon + 820 mtlhon) For

for the year 2011 were $1.1 million, then the [ID's annual limit on its zmtlgatton L
expenditures would be §750,000 (75% of $1 million) in the year 2010 and $825,000 (75%
of $1.1 nﬁllion)intheyearZOll. o :
Alternat:vely suppose that the [ID detenmnes, in its complete dlscretton, that
while the present value of its mitigation expenditures is less than Sl 5 million (Eﬁ‘ecttve-
Date Dollars), it might exceed SlS million. Then the annual limit on the HD's mitigation
expendituree in every year would equal the projected annual mitigation expenditure in that
_' year, multiplied by the adjustment factor. The adjustment factor equals the ratio of the

~ present value of the [ID's Environmental Cost Ceiling to the IID's projected mitigation |
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" expenditures. For example suppose that the present value of the ID's projected

mmgatlon expendltures were $14 million {Effective- Date Dollars) Then the adjustment
' factor would be 1.07 (815 million + $l4 rmlhon) For example if the IID § pro;ected
mitigation expenditures for the year 2010 were $750,000 and for the year 2011 were
$800,000, then fhé IID‘s annual fimit on its mitigation expenditures would'be $802, SCO
' (1 07 x S?SO 000) in the year 2010 and $856,000 (1 07 x $800,000) in the year 2011,
Limit on §uQsegyem‘ D m:f:ganon obligations. - Suppose that the hrmt on the
IID’s initial mitigation obligations were_ satisfied, but in the year 2020 the limit on -
.shb_sequent D mitigé.tion obﬁgatioﬁs was proje&ed to be exceeded, and the IID i :
concludes that it ﬁshem 0 exercise its right to terminate the Agreement. Suppose further
that the Authoﬁty. wishes to éxércise its right to contribute for the satisfaction of the ID"s
_environmental mitigation obligation. Then for the remain&er of ihe Initial Term and a
Renewal Teﬁn, if any, of the.Agree'ment, the IID shall be obligéted to spend up to an
annual limit on mitigation expeuditures as defined below.. The Authority shall be:' obii'gat'ed
- to reimbgrse’ the D, each year, for the excess of .actual miﬁgation expenditures ove;r th;.'
ﬂD.’s apnual limit on mitigation expenditures for.the remainder of the Initial Term énd the
' Renewal Term, if any, of the Agreement. o |
The calculation of the [ID’s annual limit on mitigation expendztures is based on the
projection the IID relies-upon to conclude that its mitigation pbligation, as of the year
2020, exceeds $30 million (Effective-Date Dollars). Suppose, for exa.rhpie, that this
: projecﬁon yields a calculated present value of [ID’s mitig#tion expenditures of $42.8

m'jlli_o'n (Effective-Date Dollars). The ratio of the D’ ceiling ($30 million in Effective-
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Date Dollars) to the present value of' [ID’s pro_lected mitlgation expendltures equals 70%

Then the annual Iumt on IID s mitigation expenditures in any year would equal 70% of the
prcuected annual rmnganon expenditures, For example, rf [ID’s pro;ected that its |
mitigation expenditures in the year 2020 would be $1.5 million, then the annual llmlt on
IID's mitiga‘tion expenditures in thg year 2020 would be $1.05 (70% of $1.5 rmillion).
‘Limit on initial Authority mitigation obligations. .Suppose that, based on the |
Environmentaﬂ Decision Date present value analysis, the pfojectidn of thé AﬁihoritY’s
rmtnganon obligation exceeds its Emnronmental Cost Ceiling of $1 million {Eﬁ‘ectlve-Date
Dollars), the condition on enwronmenta.l mitigation has not been walved by the Authonty,
E and the Authonty conciudes that it wishes to terminate the Agreement. Suppose further
that the !ID wishes to exercise its right to contnbute for the satisfaction of the Authonty 8
environmental mitigation obligation. Then for the Initial_Term and Renewal Term, if any, |
- of this Agreement, the Authority shall be obﬁgatgd to spend up to an annual limit -on |
mitigation expenditures. The IID shall be obligated to reimburse the Authority, each year,
fof the. excess of actual nﬁiigation expeﬁditﬁres over the Authoritjr‘s annual limit on
o rhitiga_tiqn expenditures for ihe Initial Term and the Renewal Term, if any, of this'- |
Agreement. The calculation of the Authority’s annual hmxt on mitigation obligations shall
- be based on the projection of the :Authdﬁty's mitigation obligation. The calculation shall
| _foilow the method used to calculate the IID’.s annual limit on mitigation expenditures
when the IID projects that its nﬁtigation expendimres exceeds its Envirc;mnenta'l Cdét )

Ceiling.
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Limit.on subse ent Authority mitigation obligations. Suppose tﬁat the limit on _
the Auihbrity’s initial mitigation-oﬁiigations were satisfied, but the limit on sﬁbeeq'uent
Authority rnitigation obligations were exceeded for example, id the yeaf 2620, and the
Authority concludes that it wishes to exercise its right to terminate the Agreement. _
Suppose further that the IID wishes to exercise its right to contribute f‘or the sansfacnon _
of the Authority’s environmental mitigation obhgatlon Then for the remamder of the
Initial Term and a Renewal Term, if any, of this Agreement, the Authority shall be

oblxgated to spend up to an annual limit on rmtlgatlon expendltures The IID shall be
obligated to reimburse the Authonty each year, for the excess of actual n'utlgatlon |
expenditures over the Authority’s ‘a‘nnual limit on mitigation expenditures for the - -
remainder of the Initial Tem:_and the Renewal Term, |fany, ‘of this Aé'eement. Tﬁe’

* calculation of the Authoritf’s annual limit on-mitig‘ation expendinxfes is based en the _
. projection the Authority relies upon to conclude that its mmgatlon obligation, as of the

“year 2020, exceeds $2 rrulhon (Eﬁ'ectwe-Date Dol!ars) The calculation shall follow the |
method used to calculate the IID’s a.nnuel limit on mitigation expenditures when the IID _

pro;ects that its mmgauon expendlturu exceeds its Environmental Cost Ceiling.
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Exhibit K: Form of Bureau of Reclamation Review and Approval . -

The Secretary of the Interior (Secretary), hereby approves the :Agi'ee'ment for .
Transfer of Conserved Water (Agreement), dated _ , between the Imbérial Irrigation
District (IID) and the San Diego County Water Authority (Authority), and agrees to the |

. following:

I The Secrétary has the de]egated authority to approve the Agreement on - |
behalf of the Secretary pursuant to the Boulder Canyon Project Act of 1928, Act of December 21, -

1928, 45 Stat. 1057, as amended, 43 U.S.C. § 617 et seq., and other applicable authorities.

2. The Bureau of Reclamation (BOR) will account for the Conserved Water
~ (as defined in the Agreement) to be transferred by the [ID to the Authority, in the decree

accounting required under the 1964 Ariz ona v, California decree, as follows:

a.  The Conserved Water will be accounted for as a part of IID's
diversion and beneficial use, considered Colorado River water diverted under IID's Senior Water
Rights (as defined in the Agreement), and IID's Senior Water Rights will be unaffected by IID's

~ transfer of Conserved Water to the Authority;

b. For accounting purposes, the amount of Conserved Water made
ava.llable by D and transferred to the Authonty wﬂl be verified as follows (1) by the BOR and -
the California State Water Rgsources Control Board (SWRCB) jointly measuring IID's reduced -

diversions at Imperial Dam (less return flows) and (2) by the SWRCB's veriﬁ'cation_ of [ID's
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enforcement of the contractual commitment of participating Landowners to undertake Water

- Conservation efforts and create Conserved Water (all as defined in the Agr'eement).; and

c. As provided in the Agreement and pursuant to the SWRCB
appfova} process, 11D will forbear under its priority 3 water right ‘fron.x diverting (less return

' 'ﬂows) in excess of three million one hundred thousand (3,100,000) AFY.

3. As determmed by the SWRCB and as a result of the IID's Water
'_Conservanon e{forts and transfer of Conserved Water, as of the date of SWRCB approval the II.'D

was in compliance with apphcable reasonable and beneﬁclal use requu'ements |

4. BORwil dehver the Conserved Water to the Authority from Lake Havasu
 for transportanon through the Colorado River Aqueduct. Quantltm ordered by the Authonty
will be cons:dered a component of IID's water orders submitted to the BOR. In times of Shortage
(as deﬁned in the Agreement) when the IlD's pnonty 3 right to divert is aﬁ'ected IID and the
Authority orders will be governed by the Shonage Shanng terms of the Agreement, a.nd D and

| the Authority will notify the BOR as to how the Shortage Sharing provisions will affect diversions

by the Authority and by the . ,

5. Federal environmental compliance has been completod, including public

comment, and third party impacts have been addressed and/or mitigated. '.

By:
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Schedule 10.1(e)

PENDING OR THREATENED DISPUTES REGARDING THE AUTHORITY

Exdept as disclosed on this Schedule 10.1(e), there are no actions, suits, legal or
administrative proceedings, or governmental investigations pending, or to the Authority's
knowledge, threatened against or affecting the Authority relating to the performance

contemplated by this Agreement, including the [ID's Water Conservation efforts, the [ID's transfer
of Conserved Water to the Authority, and the Authority's payment for such Conserved Water.

vel mental

.[nvestig_g;ions:

None _ . _ ' .
Threatened Agtigng; Suits, Legal or Administrative Mﬂ’!m or Governmental

. Investigations: .

_ Letter dated April 28, 1998 and February 16, 1998 by Tom Levy, General

- Manager-Chief Engineer, Coachella Valley Water District, to Maureen Stapleton, General
Manager, San Diego County Water Authority, relating to the following matters: "CVWD's right -
to divert and use Colorado River water would be violated;” "TID has no right to transfer water,"
“State law does not control the allocation, distribution and use of Colorado River water," "The
San Diego County Water Authority has no contract," "Failure to comply with California
Environmental Quality Act (CEQA)." ' '

' Letter dated April 28, 1998 by Jeffrey G. Scott, General Counsel, Vallecitos Water
District, to Christine Frahm, Chairman, San Diego County Water Authority, alleging that Section
45-8 of Chapter 45 of the California Water Code Appendix-(the County Water Authority Act)

requires submission of the proposed agreement to the qualified electors of the San Diego County

Water Authority for approval. g _

- Letter dated April 28, 1998 by Paul L. V. Campo, President, Vista Irrigation
District, to Christine Frahm, Chair, San Diego County Water Authority, alleging violations of
CEQA and lack of quantification of the ID's Colorado River entitlement, among other things not
affecting the validity of the contract. _ ' T




Schedule 10.2(e)

PENDING OR THREATENED D[SPUTE§ REQAR]S[NG THE ITD

- Pending Proceedings (actions or suits, legal or administrative)

L ~ In the Matters of Alleged Waste and Unreasonable Use of Wafer by Imperial- ['n-igation
District; State of California State Water Resources Control Board (retained
jurisdiction under Decision 1600 and Order 88-20}. :

2. The Metropolitan Water District of Southern California v. All Persons Interested in
the Matter of the Validity of the Fourth Supplemental Resolution of Commercial Paper
_ and Revolving Notes, Supplementing the Security of the Metropolitan Water District's - .
Commerciat Paper With Certain Wheeling Rates; Case No. BC164076, Superior Court
for the County of Los Angeles, on appeal to the 2nd District Court of Appeal (relating . - ‘
to MWD wheeling rate and wheeling rate establishment methodology). : ‘

roceeding jons or suits, legal or administrative

1. BOR 43 CFR part 417 administrative proceeding (relating to extent of IID's wéter _
rights and [ID's reasonable and beneficial use of Colorado River water).

2. CVWD (relating to environmental review compliance, legality of transfer, extent of
1ID's water rights, and reasonable and beneficial use of Colorado River water):

3. MWD, including any member,agendes (relating to legality of transfer, extent of I}D"s
water rights, and reasonable and beneficial use of Colorado River water).

Pending Investigations

1. BOR 43 CFR part 417 administrative proceeding (relating to extent of IID's water
' rights and [ID's reasonable and beneficial use of Colorado River water).

- 2. CVWD (relating to environmental review compliance, legaﬁty of transfer, extent of
DD’s water rights, and reasonable and beneficial use of Colorado River water).

3. MWD, including any member agencies (rélating‘ to legality of transfer, extent of IID's
- water rights, and reasonable and beneficial use of Colorado River water).

Thyeatened Investigations.

None.
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. APPENDIX !

STATUTES "AS IN EFFECT" ON EXECUTION DATE OF
AGREEMENT FOR TRANSFER OF CONSERVED WATER

" ‘California Water Code

§ 100

§109

§ 350

§ 1011

§ 1011(a)

§ 1011(b)
- §1012

§ 1013

§ 1811(b)

§ 1811(d)

33 Code of Federal Regulations 208.11
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(Title 33, Volume 3, Parts 200 to end]
(Revised as of July 1, 1997] '

from.the U.S, Government Printing Qffice via GPO Access.
[CITE: 33CFR208.11] ' : :

. ' [Code of Federal Regulations]

(Page 101-113)
e TITLE 33-~NAVIGATION AND NAVIGABLE WATERS
CHAPTER [I--CORPS OF ENGINEERS, DEPARTMENT OF THE RRMY
PART 208--FLOOD CONTROL REGULATIONS--Table of Contents
Sec. 208.11 Régulaticns_for usg.of storage alloéated for flood éontrol or navigati

and regulations by the Secretary of the Army in the.interest 
of flood control and navigation.

(a) Purpose. This requlation prescribes the responsibilities and
general procedures for regulating reservoir projects capable of
requlation for flood control or navigation and the use of storage
allocated for such purposes and provided on the pasis of flood contrel -
and navigation, except projects owned and operated by the Corps of
" Engineers; the International Boundary and Water Commission, United
States and Mexico; and those under the jurisdiction of the International
Joint Commission, United States, and Canada, and the Columbia River
Treaty. The intent of this regulation is to establish an understanding
pbetween project owners, operating'aqencias, and the Corps of Engineers,.
(b} Responsibilities. The basic responsibilities of the Corps of
..~ Engineers regarding project operation are set out in the cited authority
. i and described in the following paragraphs: ' - .
(1) Section 7 of the Flood Control Act of 1944 (58 Stat. 890, 33
U.85.C. 709) directs the Secretary of the Army to prescribe regulations
for flood control and navigation in the following manner:

Hereafter, it shall be the duty of the Secretary of War to prescribe
regulations for the use of storage allocated for flood control or :
navigation at all reservoirs constructed wholly or in part with Federal
funds provided on the basis of such purposes, and the operation of any
such project shall be in accordance with such regulations: Provided,
That this section shall not apply to the Tennessee Valley Buthority, -

. except that in case of danger from floods on the lower Chic and
- Migsissippi Rivers the Tennessee Valley Authority is directed to
regulate the release of water from the Tennessee River into the Ohio
- River in accordance with such instructions as may be issued by the War
Department. ' = '

(2} Section 9 of Public Law 436-83d Congress (68 Stat. 303) preovides
for the development of the Coosa River, Alabama and Georgia, and directs
the Secretary of the Army to prescribe rules and regulations for project
operation in the interest of flood control and navigation as follows:

' The operation and maintenance of the dams shall be subject to
reasonable rules and regulations of the Secretary of the Army in the
interest of flood control and navigation. - ' '

- Note: This Regulation will alsc be applicable to dam and reservolir
-projects operated under provisions of future legislative acts wherein-
~ the Secretary of the Army is directed to prescribe rules and regulaticns
in the interest of flood control and navigation. The Chief of -Engineers,
' U.S. Army Corps of Engineers, is designated the duly authorized
representative of the Secretary of the Army to exercise the authority .

http://frwebgate3 .abc..Jwa.isgate.cgi?WAISdoch=99603 16558+15+0+0& WAISaction=retriev 4/27/98




£

5

(S

WALS Document Retrieval S L : . : Page .

set out -in the Congressional Acts. This Regulation will normaily Dbe
implemented by letters of understanding between the Corps of tngireers
and project owner and will incorporate the provisions of such lettérs of
understanding prior to the time construction renders the project capable
of significant impoundment of water. A water control agreement signed by
both parties will follow when deliberate impoundment first begins or at.
such time as the responsibilities of any Corps-owned projects may be
rransferred to another entity. Promulgation of this Regulation for a
given project will occur at such time as the name of the project appears
in the Federal Register in accordance with the requirements of paragraph
6k. When agreement on a water control plan cannot be reached between the
Corps and the project owner after coordination with all interested
parties, the project name will be entered in the Federal Register and-
the Corps of Engineers plan will be the official water control plan
until such time as differences can be resolved.

(3) Federal Enérgy Regulatory Commission (FERC), formerly Fedéral

Power Commission (FPC), Licenses. .
(i} Responsibilities of the Secretary of the Army and/or the Chief

. of Engineers in FERC licensing actions are set forth in reference 3¢

above and pertinent sections are cited herein. The Commission may
further stipulate as a licensing condition, that a licensee enter into:
an agreement with the Department of the Army providing for operation of
the project during flood times, in accordance with rules and regulations’
prescribed by the Secretary of the Army.

{A)} Section 4({e} of the Federal Power Act requires approval by the

“Chief of Engineers and the Secretary of the Army of plans of dams or

other structures affecting the navigable capacity of any navigable
waters of the United g

({Page 102}]

' States, prior to issuance of a license by the Commission as follows:

The Commission is hereby authorized and empowered to issue licenses
to citizens * * * for the purpose of constructing, operating and
maintaining dams, water conduits, reservoirs, powerhouses, transmission
lines, or other project works necessary or convenient for the
development and improvement of navigation and for the development,
transmission, and utilization of power across, along, from or in any of
fhe streams or other bodies of water over which Congress has
jurisdiection * * * Provided further, That no license affecting the
navigable capacity of any navigable waters of the United States shall be
issued until the plans of the dam or other structures affecting
navigation have been approved by the Chief of Engineers and the
Secretary of the Army. :

(8) Sections 10{a) and 10(c) of the Federal Power Act specify
conditions of project licenses including the following:

{1} Section 10(a). °'That the project adopted * * * shall be such as
in the judgment of the Commission will be best adapted to a
comprehensive plan for improving or developing a waterway or waterways
for the use or benefit of interstate or foreign commerce, for the -
improvement and utilization of waterpower development, and for gther
peneficial public uses * * *.'' . . '

(2) Section 10{c). '"That the licensee shall * * * so maintain and
operate said works as not to impair navigation, and shall conform to
such rules and regulations as the Commission may from time to time
prescribe for the protection of life, health, and property * * » 1!

(C) Section 18 of the Federal Power Act directs the operation of any
navigation facilities built under the provision of that Act, be
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controlled by rules and regulations prescribed by the Secratary of the.

. army as follows:

The operation of any navigation facilities which may be constructed
‘as part of or in connection with any dam or diversion structure built
under the provisions of this Act, whether at the expense of a licensee
hereunder or of the United States, shall at all times be controlled by
such :easonable rules and regulations in the interest of névigation;
including the control of the pool caused by such dam or diversion

structure as may be made frem time to time by the Secretary of the Army,

ok W

(i1) Federal Power Commission Order No. 540 issued Qctober 31, 19753,
and publisnhed November 7, 1975 (40 FR 51998), amending Sec. 2.9 of the
Commission's General Policy and Interpretations prescribed Standardized
Conditions {Forms) for Inclusion in Preliminary Permits and Licenses
Issued Under part I of the Federal Power Act. As an example, Article ‘12
of Standard Form L-3, titled: ~“Terms and Conditions of License for
Constructed Major Projects Affecting Navigable Waters of the United
States;'' sets forth the Commission's interpretation of appropriate
sections of the Act, which deal with navigation aspects, and attendant
responsibilities'of the Secretary of the Army in licenging actions as

follows:

. The United States specifically retains and safeguards the right to
use water in such amount, to be determined by the Secretary of the Army,
as may be necessary for the purposes of navigation on the navigable
waterway affected; and the operations of the Licensee, SO far as they
affect the use, storage and discharge from storage of waters affected by
- the license, shall at all times be controlled by such reasconable rules

] and regulations as the Secretary of the Army may prescribe in the

. : interest of navigation, and as the Commisgion may prescribe for the
protection of life, health, and property, * * * and the Licensee shall
release water from the project reservoir at such rate * * * as the
Secretary of the Army may prescribe in the interest of navigation, or as
the Commission may prescribe for the other purposes hereinbefore
mentioned. : .

: (¢) Scope and terminclogy. This regulation applies to Federal
authorized flood control and/or navigation storage projects, and to non-
Federal projects which require the Secretary of the Army to prescribe
regulations as a condition of the license, permit or legislation, during:
the planning, design and construction phases, and throughout the life of
the project. In compliance with the authority cited above, this )
regulation defines certain activities and responsibilities concerning
water control management throughout the Nation in the interest of flood
control and navigation. In carrying out the conditions of this
regulation, the owner and/or operating agency will comply with
applicable provisions of Pub. L. 85-624, the Fish and Wildlife
Coordination Act of 1958, and Pub. L. : .

[{Page 103}1

92-500, the Federal Water Pollution Control Act Amendments of 1972. This
regulation does not apply to local flood protection works governed by
Sec. 208.10, or to navigation facilities and associated structures which
are otherwise covered by part 207 (Navigation Regulations) of title 33
of the code. Small reservoirs, containing less than 12,500 acre-feet of
flood control or navigation storage, may be excluded from this

_ o regulation and covered under Sec. 208.10, unless specifically required

' by law or conditions of the license or permit. _
{1} The terms reservoir and project as used herein include all water’

resource impoundment projects constructed or modified, including natural
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. lakes, that are subject tao this regulation, :
‘ : - . (2) The term project owner refers to the entity :esponSLblé far

- maintenance, physical operation, and safety of the project, ‘and fcr
carrying out the water control plan in the interest of flood contrel
_and/or navigation as prescribed by the Corps of Engineers. Special
arrangements may be made by the project owner for ~'operating zgencies'’
to perform these tasks. . : :

{3} The term letter of understanding as used herein includes
statements which consummate this regqulation for any given project and
define the general provisions or conditicns of the leocal sponsor, or
owner, cooperation agreed to in the authorizing legislative document,
and the reguirements for compliance with section 7 of the 1944 Flood
Control Act, the Federal Power Act or other special congressional act.
This information will be specified in the water centrol plan and manual.
The letter of understanding will be signed by a duly authorized
representative of the Chief of Engineers and the project owner.: A
‘"field working agreement'' may be substituted for a letter of
understanding, provided that the specified minimum regquirements of the
latter, as stated above, are met.

) (4) The term water control agreement refers to a compliation of
water control criteria, guidelines, diagrams, release schedules, rule
curves and specifications that basically govern the use of reservoir
storage space allocated for flood control or navigation and/or release
functions of a water control project -for these purposes. In general,
they indicate controlling or limiting rates of discharge and storage
space required for flood control and/or navigation, based on the runoff
potential during various seasons of the year. _ _

{5) For the purpose of this regulation, the term water control plan
is limited to the plan of regulation for a water resocurces project in
the interest of flood control and/or navigation. The water control plan

' must conform with proposed allocations of storage capacity and
downstream conditions or other requirements to meel all functional
' objectives of the particular project, acting separately or in
combination with other projects in a system. : : _

(6} The term real-time denotes the processing of current information -
‘or data in a sufficiently timely manner to influence a physicial
responsé in the system being monitored and controlled. As used herein
the term connotes * * * the analyses for and execution of water control -
decisions for both minor and major flood events and for navigation,
based on prevailing hydrometeorological and other conditions and
constraints, to achieve efficient management of water resource systems,

{d)_Procedures--(l) Conditions during project formulation. During
the planning and design phases, the project owner should consult with
the Corps of Engineers regarding the quantity and value of space to
reserve in the reservoir for flood control and/or navigation purposes,
‘and. for utilization of the space, and other requirements of Lthe license, .
permit or conditions of the law. Relevant matters that bear upon flood

. control and navigation accomplishment include: Runoff petential,

" reserveir discharge capability, downstream channel characteristics,
nydrometeorological data collection, flood hazard, flood damage .
characteristics, real estate acquisition for flowage requirements (fee
and easement), and resources required to carry out the water control
plan. Advice may also be sought on determination of and regulation for
the probable maximum. or other design flood under consideration by the
project owner to establish the quantity of surcharge storage space, and -
freeboard elevation of top of dam . ' :

{{Page 104]]

or embankment for safety of the project. :
. {2) Corps of Engineers involvement. If the project owner is’
. responsible for real-time implemenetation of the water contrel plan,
consultation and assistance will be provided by the Corps of Engineers
when appropriate and to the extent possible. During any emergency that
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‘affects flood control and/or navigation, the Cerps of Engineers may:
remporarily prescribe regulation of £flood control or navigation scorage
space on a day-to-day (real-time) basis without request of the proj2c:
owner. Appropriate consideration will be given for other authorized
project functions. Upon refusal of the project owner to comply with .
regulations prescribed by the Corps of Engineers, a letter will be sent
to the project owner by the Chief of Irgineers or his duly autnorized
representative describing the reason for the regulations prescribed,
events that have transpired, and notification that the project cowner is
in violation of the Code of Federal Regulations. Should an impasse
arise, in that the project owner or the designated operating entity
persists in noncompliance with regulations prescribed by the Corps of
Engineers, measures may be taken to assure compliance. :

(3) Corps of Engineers implementation of real-time water control -
decisions. The Corps of Engineers may prescribe the continuing
regulation of flood control storage space for any project subject to
this requlation on a day-to-day (real-time) basis. When this is the
case, consultation and assistance from the project owner to the extent
possible will be expected. Special requests by the project owner, oOr
appropriate operating entity, are preferred before the Corps of
Engineers offers advice on real-time regulation during surcharge storage
utilization. : . :

{4). Water control plan and manual. Prior to project completion,
water control managers from the Corps of Engineers will visit the
project and the area served by the project to become familiar with the

" water control facilities, and to insure sound formulation of the water

control plan. The formal plan of regulation for flood control and/or
navigation, referred to herein as the water control plan, will be '

developed and documented in a water control manual prepared by the Corps

of Engineers. Development of the manual will be coordinated with the.
project owner to obtain the necessary pertinent information, and to

" insure compatibility with other project purposes and with surcharge

regulation. Major topics in the manual will include: ARuthorization and
description of the project, hydrometecrology, data collection and
communication networks, hydrolegic forecasting, the water control plan,
and water resource management functions, including responsibilities and
coordination for water control decisionmaking. Special instructions te
the dam tender or reservoir manager on data collection, reporting to '
higher federal authority, and on procedures to be followed in the event

‘of a communication ocutage under emergency conditions, will be prepared

as an exhibit in the manual. Qther exhibits will include copies of this
regulation, letters of understanding consummating this regulaticn, and:
the water control agreements. After approval by the Chief of Engineers

or his duly authorized representative, the manual will be furnished the

project owner.

{(5) Water control agreement. (i) A water control diagram {graphical)-

will be prepared by the Corps of Engineers for each project having
variable space reservation for flood control and/or navigation during
the year; e.g., variable seasonal storage, joint-use space, O other
rule curve designation. Reservoir inflow parameters will be included on
the diagrams when appropriate. Concise notes will be included on the
diagrams prescribing the use of storage space in terms of release
schedules, runoff, nondamaging or other controlling flow rates '
downstream of the damsite, and other major factors as appropriate. A
water control release schedule will be prepared in tabular form for
projects that do not have variable space reservation for fiood control
and/or navigation. The water control diagram or release schedule will be
signed by a duly authorized representative of the Chief of Engineers,

the project owner, and the designated operating agency, and will:be used

as the basis for carrying out this regulation.
[(Page 105]]

Each diagram or schedule will contaiﬁ a reference to this regulation.
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(i1} When deemed necessary by the Torps of Enginsers, 1nlormazizn
given on the water control diagram or release schedule will e
supplemented by apprepriate text to &ssure mutual understanding on
certain details or cther impertant aspects of the water contrdl plan-nst
covered in this regulation, on the water control diagram or in the
release schedule. This material will include clarification of any
aspects that might otherwise result in unsatisfactory project
performance in the interest of flood contol and/or navigation.
Supplementation of the agreement will be necessary for each project
where the Corps of Engineers exercises the discretionary authority zo
prescribe the Ilood control regulation on a day-to-day {real-time) '
basis. The agreement will include delegation of the responsibility. The
document should also cite, as appropriate, section 7 of the 1944 Flood
Congrol Act, the Federal Power Act and/or other congressional ' _
legislation authorizing construction an/or directing operation ¢f the
project. 7 '

(iii) All flood control regulations published in the Federal
Register under rhis section {part 208} of the code prior teo the date of
this publication which are listed in Sec. 208.11 (e} are hereby
superseded. : ' ‘

(ivj Nothing in this regulation prohibits the promulgation of
specific regulations for a project in compliance with the authorizing

. acts, when agreement con acceptable regulations cannot be reached between

the Corps of Engineers and the owner. .
(6) Hydrometeorological instrumentation. The project owner will

‘provide instrumentation in the vicinity of the damsite and will provide

communication equipment necessary to record and transmit

hydrometeorological and reservoir data to all appropriate Federal

authorities on a real-time basis unless there are extenuating

circumstances or are otherwise provided for as a condition of the _

license or permit. For those projects where the owner retains ' .

responsibility for real-time implementation of the water control plan, '

the owner will alsc provide or arrange for the measurement and repeorting

of hydrometeorological parameters required within and adjacent to the

watershed and downstream of the damsite, sufficient to regulate the

project for flood control and/or navigation in an efficient manner. When ;

data collection stations outside the immediate vicinity of the damsite

are required, and funds for installation, observation, and maintenance

are not available from other sources, the Corps of Engineers may agree

to share the costs for such stations with the project owner.

 Availability of funds and urgency of data needs are factors which will

be considered in reaching decisions on cost sharing.

{7) Project safety. The project owner is responsible for the safety
of the dam and appurtenant facilities and for regulation of the project
during surcharge storage utilization. Emphasis upon the safety of the
dam is especially important in the event surcharge storage is utilized, -
which results when the total storage space reserved for flood contrel is
exceeded. Any assistance provided by the Corps of Engineers concerning
surcharge regulation is to be utilized at the discretieon of the project .
owner, and does not relieve the owner of the responsibility for safety
of the project. _

(8) Notification of the general public. The Corps of Engineers and
other interested Federal and State agencies, and tha project owner will
jointly sponsor public involvement activities, as appropriate, to fully
apprise the general public of the water control plan. Public meetings or
other effective means of notification and involvement will be held, with
the initial meeting being conducted as early as practicable but not .
later than the time the project first becomes operational. Notice of the
initial public meeting shall be published once a week for 3 consecutive
weeks in one or more newspapers of general circulation published in each
county covered by the water control plan. Such notice shall also be used
when appropriate to inform the public of modifications in the water :
control plan. If no newspaper is published in a county, the netice shall
be published in one or more newspapars of general circulation within
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that county. For the purposes of this secrtion’a newspaper Ls one

qgalified to puplish public notices under applicable State law. Not:ize

[(Page 1061)

shall be given in the event significant problems are anticipated or
experienced that will prevent carrying out the approved water control
plan or in the event that an extreme water condition is expected that
could produce severe damage to property or loss of life. The means for
conveying this information shall be commensurate with the urgency of the
situation. The watsr control manual will be made available for
examination by the general pubiic upon request at the appropriate cfiice
of the Corps of Engineers, project owner or designated operating agency.

(9) Other generalized requirements for flood control and navigation.
(1) Storage space in the reservoirs allocated for flood contrel and
navigation purposes shall be kept available for those purpcses in
accordance with the water control agreement, and the plan of regulation
in the water control manual. :

{ii) Any water impounded in the flood control space defined by the
water control agreement shall be evacuated as rapidly as can be safely

. accomplished without causing downstream flows o exceed the controlling

rates; i.e., releases from reservoirs shall be restricted insofar as
practicable to quantities which, in conjunction with uncontrolled runeoff
downstream of the dam, will not cause water lewvels to exceed the
contreolling stages currently in force. Although conflicts may arise with
other purposes, such as hydropower, the plan or regulation may require
releases to be completely curtailed in the interest of flood control or
safety of the project. - ' ' :
(iii) Nothing in the plan of regqulation for flood control shall be
construed to require or allow dangerously rapid changes in magnitudes of.
releases. Releases will be made in a manner consistent with requirements

. for protecting the dam and reservoir from major damage during passage of

the maximum design flood for the project.

{iv} The project owner shall monitor current reservoir and hydro-
meteorological conditions in and adjacent to the watershed and ‘
‘downstream of the damsite, as necessary. This and any other pertinent
information shall be reported to the Corps of Engineers on a timely
basis, in accordance with standing instructions to the damtender or
other means requested by the Corps of Engineers.

(v} In all cases where the project owner retains responsibility for
real-time implementation of the water control plan, he shall make
current determinations of: Reservoir inflow, flood control storage

‘utilized, and scheduled releases. He shall also determine storage space

and releases required to comply with the water control plan prescribed
by the Corps of Engineers. The owner shall report this information on a
timely basis as requested by the Corps of Engineers. ' '

(vi) The water control plan is subject to temporary modification by -
the Corps of Engineers if found necessary in time of emergency. Requests
for and action on such modifications may be made by the fastest means of
communication available. The action taken shall be confirmed in writing
the same day to the project owner and shall include justification for
the action. : o

{(vii) The project owner may temporarily deviate from the water
control plan in the event an immediate short-term departure is deemed
necessary for emergency reasons to protect the safety of the dam, or to
avoid other serious hazards. Such actions shall be immediately reported
by the fastest means of communication available. Actions shall be
confirmed in writing the same day to the Corps of Engineers and shall
include justification for the action. Continuation of the deviation will
require the express approval of the Chief of Engineers, or his duly
authorized representative.

{viii) Advance approval of the Chief of Engineers, or his duly
authorized representative, is required prior to any deviation from the
plan of regulation prescribed or approved by the Corps of Engineers in

http://frwebgate3 .at:é.../wﬂsga&.cgi?WMSdmlM9603 16558+15+0+0& WAISaction=retriev  4/27/98




WAlS Document Rerieval ' . ' R .

- the interes: of flood ;ontrol and/or navigation, -2XIZ2pt In smergjaniy
situaticns provided for in paragraph (d) (3) (vii) of this sesrion. wWhen
. conditions appear.to warrant-a proionged deviation from the approved
plan, the project owner and the Corps of Engineers will jointly
investigate and evaluate the proposed deviation to Lnsure that the
overall integrity of the plan would not be unduly compromised. Approval
. ¢f prolenged deviaticns will not be granted unless such "

({Page 107]]

investigations and evaluations have been conducted to the extent deemed
necessary by the Chief of Engineers, or his designated representatives,
to fully substantiate the deviation. . )
~ (10) Rewvisions. The water. control plan and all associlated documents
will be revised by the Corps of Engineers as necessary, to reflect
changed conditions that come to bear upon flood control and navigation,
e.g., reallocation of resarvoir storage space due to sedimentation or
transfer of storage space to a neighboring project. Revision of the
water control plan, water control agreement, water control diagram, or
release schedule requires approval of the Chief of Engineers or his duly
authorized. representative. Each such revision shall be effective upon
the date specified in.the approval. The original {signed document) water
control agreement shall be kept on file in the respective Cffice the
Division Engineer, Corps of Engineers, Department of the Army, located.
at division offices throughout the continental USA. Copies of these _
agreements may be obtained from the office of the project owner, or from
the office of the appropriate Division Engineer, Corps of Engineers.
{11} Federal Register. The following information for each project
subject to section 7 of the 1944 Flood Control Act and other applicable
congressional acts shall be published in the Federal Register prior to
. the time the projects becomes operational and prior to any significant
: impoundment before project completion or * * * at such time as the
. responsibility for physical operation and maintenance of the Corps .of
Engineers owned projects is transferred to ancther entity: '
(i)} Reservoir, dam, and lake names,’
{ii) Stream, cocunty, and State corresponding to the damsite
location, - .
{iii} The maximum current storage Space in acre-feet to be reserved
“exclusively for flood control and/or navigation purposes, or any '
multiple-use space (intermingled) when floocd control or navigation is
one of the purposes, with corresponding elevations in feer above mean
sea level, and area in acres, at the upper and lower limits of said
space, :
{iv} The name of the project owner, and _ :
{v} Congressional legislation authorizing the project for Federal
participation. : . :
(e} List of projects. The following tables, ' ~Pertinent Project
Data--Section 208.11 Regulation, '’ show the pertinent data for projects
which are subject to this regulation.
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[Non-Corps pro

Project name \1\ ' _ ‘State County ' Stream \1A
. Col, No. 1 : I . PN
- : . ' OR Malheur............. N Fork Malheur R...
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Anderscn Ranch Dam & Res.......

Arbuckle Dam & RES:vvinrainas s

Arrowrock Dam & Re@S.. .. vnns :
Bear Cr Dam. ... D e
“Bear Swamp Fife Brook {Lo}.......
Bear Swamp PS (Upper)..... Ceme s
Bellows Falls Dam & LK....... ...,
Big Dry Creek and Div..... e
BElue Mesa Dam & Res...... .
Boca Dam & ReS...ivveinenaaannn .
- Bonny Dam & ReS......- e
' Boysen_Dam § RES.. . e P
Bréntléy Dam & Res..... N

.Brownlee Dam & Res.....

Bully Cr Dam & R@S.evoaescinnnsns
Camanche Dam & ReS......crrvsnsen
Canyon Ferry Dam & LK. vonenoouons
Cedar Bluff Dam & ReS.........coo
Cheney Dam & R@S......oueveeences
{{Page 10911

Clark Canyon Dam & Res..... ceveas

Del Valle Dam & ReS...ccuvanronns

Don'Pedro Dam & Lk....;...;.;.....

' East-Canycn Dam & ReS....evvesees
Echo Dam & ReS. .. oaeccsrnsensnsnn
‘Emigrant Dam & Res........c. 0000
Enders Dam & Res.....
Folsom Dam & Lk....

PRI S B RS SR I )

Fort Cobb Dam & ReS...ceireerveane

Foss Dam £ R€S.vivvvee- cnnsesean
Friant Dam & Millerton LK........
Galesville DaM...:veeunreeeeonans

N
OR
ID

CA

-

KS

KS

MT

CA

" CcA

uT

OR
NE

CA
OK
oK

CA:

OR

Winnebagd<. vt
JaCKSO0M . e v v it it

Elmore. ... .o viuv

Marion Ralls........
Franklin............
Franklin.....ooevn..
Cheshire.......... .
125 - 3-3.1 U= N
GURRLSON. s v v v s v n et

Neyada ..... e e .

YUME . v v v vsvevonnense

Fremont........ veees

Eddy....c..-- e
Baker...,....- ceeann
Washington...... R
Malheur.......... ‘e
San Joaquin.........

Lewis Clark.........

TE@GO..vvn.

Sedgwick........ ca
Beaverhead........- .
Alameda. covvenorers

Tuclumne.....

Morgan........
SUMMLIT . v o vereansns
JacksOn.eees v
ChaSe......-

e e

Sacramento. .....-vvs

Caddo.....

PR L L R N ]

CUSEBL s vavrssnsrros

FresnO...orvvees

sy

Douglas.....aaraaeen

Ak b aa e

Deerfield R Trib...
Cennecticut R......
Big Dry Cr & Dog Cr
Gunnison R......... :
Little Truckee R...

S Fork Republic R..

Wild Ry venninnns
Pecos R........ .
gnake R... e

Bully Cr..... oo
Mokelumne R..eesonan

.

Missouri R....

Smoky Hill R.......

N Fork Ninnescah R.

Beaverhead R....... '
Alameda Cr....... -

Tuolumne R.........

Weber R....ovavuanes
Emigrant Cr........
Frenchman Cr.......
American R.........
Pond (Cobb) Cr.....
Washita R.........-

San Joaquin R......

CowW Cruvivnnnssonns
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g2 0ol
Saston Tam & RES.vevrns PP ©NC HalifaX....... .; ..... Rsaﬁzké'a..;.  ,
. : Northampton. ........ : o
' ' Glen Elder Dam & Waconda Lk...... K5 Mitchel............. . Solemon Rl ...
Glendo Dam & Res......; ....... RN WY Platte....cx-n e oe.. N ?1a£te Ro.o.... .,_
Grand Coulee Dam & FDR Lk........ = WA  Okanogan Grant...... Columbia R.........
H Neely Henry Dam & Res. ...... ... . AL Calhoun St. Clair... Coosa R............
‘Harris Dam. & Res......:i... [ AL Randelph. ... ..o Tallapoosa R.......
Heart Butte Dm & Lk Tschida...... . ND - Grant...v e naeaaa, Hear® R..o.v.oooin
Hells Canyecn Dam & Res....}..;... OR Wallowa...... e . Snake R............
_ ' 10 Adams. v oo nnaan e
Hoover Dam & Lk Mead......... a0 NV  Clark Mohave........ Colorade R..... N
: . . - . AZ . .
‘Hungry Horse Dam & ReS........... MT Flathead........ .... § Fork Flathead R..
Indian Valley Dam & ReS,....... e Ch Lake......ovauenn .++ N Ferk Cache Cr...
Jamestown Dam & RES.........-c.-v ND CStutsman............ James Rt weeennnns
Jocassee Dam & Reés......corevenns sC Piékens...' ..... vee.. Keowee R...... e
Keowee Dam & LK....vovaavarens . sC PickernsS...cocneaa-a.. Keowee R...........
. Kerr Dam Flathead LKk.....¢.cec.vee MT Lake, .. oovsn- +eevs.. Flathead R..... Ve
Kerr Dam & Lk Hudson (Markham 0K Mayes... ... vare.. Grand Neosho R.....
Ferry Project}.
{(Page 1101}
Keyhole Dam G RES..coesnnsenrnrns WY Crook.....eceo-ees...- Belle Fourche R...
. ‘Kirwin Dam & RES. . vvovrensneeenre  KS Phillips........... . N Fork Solomon R...
Lake Kemp Dam & RES......oeerenss  TX  Wichita............. Wichita R......... ,
Leesville Dam & RES..+.vereaneses - VA Campbell Pttsylvnia. Roanoke Revvinrnons
Lemon Dam & ReS......ccevereencnn . CO . La Plata....ceceve-- _Florzda Revvvvnnnns
Lewis M Sm;th Dam & ReS..vseaarnn . -~ AL Walker Culman....... Sipsey Fork; Black
- Warrior R.
Little WOOH. veseoenrrneansanssns ID BlaiN...seoveeeneeas. -Little Wood R..... .
Logan Martin Dam & Res........... AL Talladega........<.. Cossa R............
Los Banos Dam & Detention........  CA Merced. .c.ooveviannss Los Banos Cr.......
Los Banos Dam & Detention Res.... CA  Merced.............. Los Banos Cr.......
‘Lost Creek Dam & Res...... .o “UT  MOIGaAN....eassarsnns’ Lost Cr..vuvacvnonn
Lovewell Dam & ReS....cccvuavacsn. K8 Jewell...vevreassne.  White Rock Cr......
Marshall Ford Dam & Res.......... TX TraviS....oeeirannn- Colorado R...... PR
Mayfield Dam & ReS.......ccvvuvene WA LewiS.....veseceeonrs Cowlitz Ruveeewnins

McGee Creek Dam & ReS............ ~ OK Atoka.....cceeccvvn. McGee Cr.ovuiecnnnvs

Medicine Cr Dam Harry Strunk Lk..

-

NE  Frontier............ Medicine Cr........

Mossyrock Dam Davisson Lk. ;... WA LOWLiS..vsvieanavseas Cowlitz Rocoovnnens
Mt Park Dam Tom Steed Res........ CK KiOW.e oo roennneansss WOtter Cri...enn.
 Mavajo Dam & Res..f..........}..._ NM San JuUaf............ San Juan R.........
o , . Rio Arriba.......... :
New_Bullards Bar Dam & Res....... CA YU, s eesoeveesaan-ss Yuba Rivo..o... e
. New Exchequer Dam & Lk........... CA  Tuolumne............ Merced R...........
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New Melones Dam & Lk............. CA Tuolumne............ . stanislaus R.......
: : Calaveras...........
Northfieid Mt (Up) PS......o0vven ' MA Franklin............ Connecticut........
Norton Dam & Kieth Sebélius Lk... KS L3 4 =3 s P Prairie Cog Zr.....
- Cenoco Dam & Res..... e ‘e OR  Crook...veeenenon.n. OCROCO CC.vv v i
Oroville Dam & Lk......o.u.s TN Ca Butte...... ievese.. Feather R..........
Pactola Dam & Res........ PR D Pennington.......... Rapid Cr...........
palisades Dam & ReS....... i e o Bonneville.......... Snake R.o.......... .
Pacnia Dam & Res........... R "CQ  Gunnision........ co. Muddy Cr.o..o......,
Pensacola Dam Grand Lake O' the OK MayeS....oieveevnsnns Grand (Neosho) R...
' Cherokees. : ' ' :
.Pineview Dam & Res......... . uT Weber.....vaveea-a.. - Odgen R...ovvanon..
Platoro Dam & Res. e P co Conejos..c.iveecnnas Conejos R.o.vvennnnn
‘priest Rapids Dam & ResS.......... WA Grant......oeeeeoevas Columbia Re...ive.n
Prineville Dam & ReéS.......c000un OR Crook.sieesenanss ... Crooked R...srvunans
Prosser Cr Dam & Res........... .o CA MNevada.............. Prosser Cr......... :
Pueblo Dam & Res..,............;..- Co Pueblo..iavicenns ... Arkansas R;........
_ "Red Willow Dam Hugh Butler Lk.... NE Frontier........... . Red Willow CE......
“ CRirie Dam & ReS...ceeasvnonnsnesns 1D Bonneville.......... Willow Cr.......... _
- Roanoke Rapids Dam & Res......... NC Halifax......oe0cuner Roanoke R..... NP
Rocky Reach Dam Lk Entlat. ..... . WA Chelan.......... vee. Columbia R...... N
Rocky River PS Lk Candlewood..... CT Litchfield.......... Housatonic R.......
Ross Dam & Res. e ceesaan WA Whatcom........... .. Skagit R...........
‘Sanford Dam & Lk Meredlth.. ...... TX  Hutchison......... .. Canadian R..........
Savage River Dam & R@S..:veenonn- MD Garretf.......... ... Savage R......... -
Scoggins bDam Henry Hagg Lkeoeoonn T iaeee ebersesrasresenas ver Scoggins Cr........-
Shadehill Dam & Res.......c .0~ . sD PerkinS.....-...»--.~. Grand R..... e
Shasta Dam LK....eeeseesnnsaasnns CA Shasta.............. Sacramento R.......
Shepaug Dam & LKeenvrorenainnnoes CT  Litchfield.......... Housatonic Revevne-
Smith Mtn Dam & ReS......cvenvnvee VA Bedford............. Roanoke R....... ces
' i Franklin........... . '
Roancke......vaeuees
Pttsylvnia.......... _
Stampede Dam & ReS....... 0vceenne CA S{@rraé......ess..... Little Truckee R..
Starvation Dam and Res........... uT Ducheéne....;....... Strawberry R.......
((Page 112]}]
Stevens Créek Dam & Res..;....... " GA Columbia. .. eocsaans Savénnah River.....
‘Stevenson Dam Lk Zeoar......v..-.. CT Litchfield.......... ‘Housatonic R.
Summer Dam & LK.....ccovceneanene N De BACA.. e ecrsrrs. Pecos Ro.ooooovoon
' Tat Momolikot Dam & Lake....... . AZ Pinal...scevuss--s.+ Santa Rosa Wash...
Tiber Dam & ReS.....cceenvurrnnns MT Libert Toole........ Marias R...........
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. Trenton Dam & Res.. ............ NB Hitchecock. .......... Republ;:a:‘..'?.", .

Turners Falls (Low) Dam'& Lk..... MA - Franklin............ Connectlizut X.,...
Twin Buttes Dam & Lake....... v TX Tom Green. . .. u.u.. Concho R.......... g

Twitchell Dam & Res........... e CA = Santa Barbara....... o Cuyama R........... '

Upper. Baker Dam Baker Lk....... S WA Whatcom.s . oo vsnvr s an Saker R{; ..........

Vallecito Dam & RES. .. .ceevnanons co La Plata. ..o ns Los Zincs R..: .....

Vernon Dam & LK....cvavianenoanes VT  Windham............. Connegcticut R..... .

Wanapum Dam & ReS........ccavvne - WA Grant....veoveurvans Columbia R.........

" Wanship Dam & Rockport........... oT Summit.....c.... “ed. Weber R.o...........

. Warm Springs Dam & Res........... OR Malheur........vce.. Middle Fork Malheur

: . . R.

Waterbury Dam & Res............n- VT Washington....... ... . Little R..... e

Webster Dam & Res........ T K& ROCKS .. v eesnannnas S Fork Solomon R...

WeiSs DAM & RESasvovennrnconesnns AL Cherokee............ Co0Sa Ruuvevrnvrnnn.

Wells Dam L Pateros:....... P WA Douglas......vv.nnnn Columbia R.........

Wilder Dam & LK..cuvuonraeaasins . VP  Windsor.....eecieoeees Connecticut R......
Yellowtail Dam & Bighorn Lk..... . MT Big Horn....vceees-n Bighorn R..... vaeae

' . " A1\ Cr-~Creek; CS--Control Structure; Div--Diversion; DS§--Drainage Structure; FG--F
. : Res--Reservoir ) - : S 4 )

\2\ F--Flood Control; N--Navigation; P~-Corps Hydropower; E--Non Corps Hydropower;

Augmentation or Pollution Abatement; R--Recreation; Q--Water Quality or Silt Cont
[tPage 11311 '
'\B\LFCA--Flood_Control_Act; FERC-~Federal Energy Regulatory Comm; HD--House Décumen
\4\ ‘Appl Pwr--Appalachian Power; Chln PUD--Chelan Cnty PUD 1; CLPC--CT Light & Powe

Dist; GRD--Grand River Dam Auth; Grnt PUD--Grant Cnty PUD 2; Hnbl--city of Hannib

Power & Light; Ptmc Comm--Upper. Potomac R Comm; Relm B--Reclamation Board; Rkfd--
of Wichita Falls and Wichita Cnty Water Improvement District Neo. 2; WMEC--Western

{sec. 7, Pub..L. 78-534, 58 Stat. 8%0 (33 U.5.C. 709); the Federal 90wer'Acé, 41 st
791 (A)}; and sec. 9, Pub. L, 83-436, 68 Stat. 303) : ; - : S
f43 FR 47184, Ogt. 13, 1978, as amended at 46_FR_58075, Nov. 30, 1981; 55 FR 21508,

[[Page 1l41})
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. o ‘ PIELD WORKING AGREEMENT
' . BETWEEN
DIPARTHEHT OF THE INTERIOR, BUREAU OF RECLAMATION
o RECENED
: DEPARTMENT OF THE ARMY, CORPS OF s.uc'm:sns T JUN -6 138%
| L | PHER COLORADD AVER COMMBGION

PLOOD CONTROL OPERATION
or

HOOVER DAM AND LAXE MEAD, COLOMADO RIVER, NEVADA - ARIZONA

m:l..s field wrkm( urunnt. made and entered into this ___ 8th du _

or" February 1984, between the Lower Colortdo anion.

‘Bﬁr_uu of Reolamation uﬂ' the Scuth Pacl.ﬁc Division, Corps of !nci_n«n.
. © WITMBSSETH THAT:

WHEREAS, ‘Hoover Daz and Lake Mead, Colorado River, Clark County,

" Nevada  and Hotuw County, u-uom, wvas authorized as part of tho Beulder-

.. Cmyoa Projtot Act (Publie Lav 70-6#2). The Boulder Canyon Pro.jccr. Aot
states that Boulder Das (Publlc Lau 43 changed ‘the name of the structurs -

rrau ‘Boulder Dam to Hoover Dam) and the reservoir that it creates shall be

us«l. rj.rat, for river rqulation. improveasnt of navipuon. and flood

control' second, for irr!.ptiou and domestic uses; and third, for power.

WHEREAS, the Department of the Interior, acting thrcua’h the Bureau of

feclasation, represanted by the appropriate Regioral Director, nereinarter

_nrcrrcd' to as the Regiocnal Director, has cdnstrucud' Hoover Dam and.
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and i3 responsible for the s;rit’y of tne structure and lor

. Rescrvqir,
- : o—:ul ope*;:i:‘:: or the Loue” Colorado Alver, of whien said da.:n and

reservolpe _ar'c a part.

'%I._".b{'ER‘-‘.!.S ‘e D'cpgrtaent §r the Arﬁy, acting throus: tie Torps of

| Engineers, p-eaentod by Lt.s appmprtatc District and Diviaion --lginu-s.
is respomiblc for the flood ocontrol operatica of ‘Ioover Daa and Laks Hud

in go_oordm« with Section T of the 1934 Flood Control Act (Sectican 7, -
Publia Law__n-sjk, 58 Stat. 890, 33 U.S.C. 709), which directs the Army to
prescride regulations for the use of _ur.a:‘tco allocated for flood 'cont_re.l
or mvigntzon at 2ll reservoirs constructed u!;ally or in part with Pederal
funds, and as pramulgated in the Code of federal Regulations, Title 13,

Part 208,11, 13 Ootober 1978, | |

WHEREAS , thuro is a need for a woridag agreement to inaure a clear
. . understanding of flood contral rogulatiom and information exchlngé

required f;ér the operation of Hocver Daa and Lake Mead.

| NOW, TI-ERE!'GI_!!, it is sutually understood and agreed by and bo;unn
,'thn. parties hereto that this fleld working agreement shall consummate the
provi.aions of the 1948 Plood Contrel Aet for Hoover Daa and Lake Mead, In

' addlucn to the mpeu:l.biuths of -the project owner and %the Corps of _'
-En;ineers spelled out in paragraph 208,11, 33 CF‘R, j.t 1s agreed tnat

Hoover Dam and Lake Mead 8111 be oparated in the interest of flood control

" {n accordance vith the folloving vater control plan.
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(a) In order to provide storage space for con_t.—-oi .cr rl'oéds, '

. releases from Lake Mead shall be ascheduled 20 _th_nt avallacle !.torlge_spaeg
" for flood contrel will ﬁot be less thas that indicated 1n._ the following

table for the dates shown, Flood contrel storage space shall be the

available sﬁorige ISFIjICI below elevation 1,229 feet. |

Available {lood control |

, _ - (acre=reet) _

1 RIS ereerernennnsiesssersssasiee 1,500,000

1_s.pmw...’...'......._.......'..... 2,270,000
1 OGtODEP . e ascatsniarrsatsacosanns 3,080,000

| BOYEMDEE . oeneencrsassrarerssreneee 3,810,000

1 DOCRMDEr. o verseearsrasssesioesee 3,580,000

Y SRURIY.eeeesaracnsannseasensneee 5,350,000 S
.-_ Pertinent iﬁtqm;um on  permissidle changes in availadle  flood
control storage ipne. in Lake Head is ‘given in subparagrapha (1), {(2), ..and

. (1) of this paragraph.

(1) The av‘t.uablc nood control stt;rm. space in Lalco. Mead dufin.;
the pu'ied 1 August to 1} Jm.unry' zay be rat_iueed toa nlninm.of 1.560.000
aere-!"ect. provided the additional apace preseribed under paragraph {a)
. above i3 n_ntil'bh in active stora;e"_spae- in upstrean resu'foir:. The
-mu_l\h storage space in up#t.rau reservolrs that can be credited to the

i s.pr.anber, i Oéub&, 1 Noveaber, 1 Decénber, or ) January storage spacse

requiresent in Lake Mead {3 given in the following table:
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o | ] | . Pasarvoir 1 : Credilable sioraze soace
. _ L ' (Aere-raet)} '
Lake Powell..... et eeeriasaeessss 3,850,000
Ranjo..'........_....._ ....... 1,035,900
Blue MeSB... ... veruas trebesrsraraesan 74%,230

Flaning Corge plus Fontenelle....... 1,507.200'

.(2} Space building releases from Lake Head during the pericd
1 Auguse to 1 January shall not exoeed 28,000 cublc feet per -second.
Space building relesses are heuin dafined as releasss for the purpose of

attaining the available flood control storm-sptce-given in paragraph (a)

‘h"-.' X _ !

(3 xr. hounr. anuabh flood coatrol storage space diminishes at
ulr time to lou than 1,500,000 acre=feet then the ainisus nood control

g . releases are descrided in plrura_ph {b) below,

_ {v) s.lt. any tize durl.ng the ynr,”u' available storsge space in Lake"
Head should become 158 ‘than 1,500,000 zcre-feet, then ainious raieases
from lLake Hud for flood contml shall be detor-ﬂ.ncd daily from table ! -
(Minimum Flood Control releases from Boover Ba throushout r.ho year)(/;.s/{)n;
available flocd control storage space in Lake Mead. Pertinent infomntion'.

on pnrn.!.saiblc changes in the relusa as indicated i{n tadle ! i3 given in

subpmgnpha (1), (2), amd (3) of this paragrsph.
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g C (v) Dur-xns 1 August to ! January pinimum relegses rfrom Lake Mead as
. - ‘given in table 1, Lf 40,000 --cu_bic feet per acccn_g or les.s. shall nbt.- be

| reduced when once 'ininau'd' atil the. storage apnc‘er'pr.eﬁcribcd in
paragrsph (a) abow bccanas anzlable. Dﬁring the remainder of the year,
releuas as givm in table 1 if uo a]e]u] cubio feet per second or le:s are

malatained untu 1,500, 000 acre-reet of storage (3 available at Lake Mead.

(2) Minimm releases rro-'-i.ah Mead as given in table 1, {f greater
than 40,000 cubic fest per sceond. :han'not be rcdﬁccd, when once |
tnitiucd, until Lake Mead water surface has r-oodcd to tlwl.uon 1 221 |
_ (mp of spillny gates ralsed positica), During 1 August to ! Jmuarr, .
. p.j_uan may. tma ba g-adua.lly nduccd to 40,000 cubic feet par second and | |
shnu be saintained at not I.oaa than that rate until the stonp spnce
,preseribd in pu-un.ph (a) sbove bacoames availabdle. Durting the rqu:lm_
. - eof L. year releases Day 2also be reduced o HO,'QOO cublc feet per second
 upon resching elevation 1,221.% in Lake Mead, and shall be zaintatned at
net 103.5 than that rate uatil 1,500,000 acre-feet of storage space ls

- ..available at Lake Mead.

(3)'-.1‘!1: roleases required in table 1are ainimm releases. Based on
'fareuited inflow, releases when the Lake Mead watar surface olcvau'qn is
. between 1219.61 feet and 1229.00 may be higher during the early stages of

‘2 flood %0 a3 %3 achieve & greater reduction in ultiaate peak outflow.

(c) Releases from Lake Mead shall be restricted to quantitiia that

".-",‘.‘. not cause a [low in excess of 40,000 cuble feet per second at the

gaging station, Colorade aiv_-r below Davis Dam, insofar as possible,
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-,:c..,,.-..-‘-r_ with the resesvolr water surface at the top of the :'lood cor-.-..-ol-
-pool a du::hlrst of abdbout 65,000 cudic feet per second will be pasaing

" over r.he ‘Hoover Dll spilivays ud.th the ptas ta the raised ;:sition

'fd) Fﬁr the pé._-iéd ! Janvary through 31 Ju‘.y, :-.i.-;i:a-._::: releases lroa
Lake Head re attain the 1 August flood coricrol 3pace preascribed in
i para;-aph {a) above shall be detarmined by use of the "Iood Control
| Algoritha desaribed in Exhibit 1 and Water Loss Equations for Lakes Nead
‘and Powell described in Bxhiﬁ:l.t 2, _"Part.inont. information. oo inflow
‘forecssts and on permissible changes in the pre:cr_tbed rtlusis is ‘chn_

in subpara;apﬁa (1), (2), (3), (4), (5), and (6) of this paregraph.

_'{1)' Al Lnncu tormsu used in cu-x-ying out the provisions of

these reogulations shall ba pnpued by the Celerado Asver Fonmuu '

Servia l.ocnud An I'.ha National Weather Scrﬂ.ea River Foreuat Center 1in
_ Salt . Lake Cj.t.y. Uta.h and shall be for the flow of the cGloro.do M.nr inte
Lake Mead 1nc1udi.n¢ the runcff contrrmution from the tridutary drainage :

area bDetween Lake Powell and Lake Mead.

- (2) lLake Mead Lnﬂw"forecist: as provided b.y the Colorads River
Foreus: Service shall be detcrad.ncd'fm deplotc.d. flow, Deplatloﬁ- of
natural (virgin) Clow shlu {nclude trmbuin divcrsiona, net water use
{diversicn n:lnua rctum t'.l.ow). and evaporation z‘roa reacrvo.tra upstrem of
- Lake Powell. Adjustments to the forecast proviced by the Colorado River

F‘orecast Srviec shail be smads for errective storage 3pace in upstreas

resarvolrs a8 specifiled in subparag:aph {3) of this parazr3aph. The
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sarizuy forecast for any specified runoff pericd ls defined as the

sstimated Lbﬂw volume (acr‘e—feet) that, on the aver;ge,'utll. net be
excaeded 19 tizes ot of 20.
(3 Trrective storage space in Navajo, Blue Mesa, and Flaming Corge

plus Fontenelle reservoirs is the lesser of the actual s.p.ac.:s available, or

the usabla space availadble. The uaa_ﬁlo space 13 the di’!‘t‘grene{htgun

 the amean forecasted inflow volume (acre=feet) for any '_apc'cml;.a runoff

paried _...nd projscted mesn reservoir relesses. In computing effective
storage Qiuc_e for l'iu:l.ﬁg Corge pius- ?oni.no],l@. the actuai s.pace i3 the
sus 61‘ the actusl availadle ‘space in both reaérvoirs;_ .uh_.s,l. nnﬁ
forecasted Lnflov volume and projected mean reservoir release will be the
values st Flaing Gorge reservolr, . Effective storage 3pace in a
| r.eaa'w_ir(aﬁ. may be a negative value if projected pean reservoir releases

axceed the aean forecasted inflow volume.

.(3) Whea ainizum releasss tor t.hfc months of January. through July as

‘deterained by the Plood Control Algorithm are less than 28,000 cublé feet

' per second, it wili be pquiasiblc' %0 releass less than the indicated

'uouhlta for a pfl_re of a aonth.' provided the ._averasi raleases for ths

entire month vill equal the release given by the Algorithm, without flows

excasding 28,600 cubic feet per second at the gaging station, Colorado -

'ni ver below Davis Dam.

(5)  The Flood Control Algorithm deserided in Exhibit 1 accounts for

‘2tsrage space in Llakas Powell and Mead.  Whenever aufficient runel’

ageurs, Lake Powell u expacted to fill to capacity (water surface

1




e gva;i:’\ 3700.0 !'eet.) and Lake Mead .Ls expected o f1ll to ~a=scuv

C(water. surracs elava:ion 1219.61), and r-euin full untll T August 30 28 o
procludt any 1ncruse in the flood control releases specified by the Flood
‘Control Alsorithn above 28,000 cubic feet per second at the g:;ing _'

station, Colorade River belcw Davis Dam.

.(5)' The objective of the Flood thtrcl Al'goritha' is. te spaeify |
relesses :uch thu Lake Mead will be 0o higher than water aurtne._
elavation 1219 61 feet (1,500,000 acn—tcet of avallable sr.oruo space
bol.ou elmt.i.on 1229.0 fest) on 1 August. Sub“qucnt reﬂ.aiom te the
| =ininus rcluses spccind by the Flood cOnt.rol Alzorithm =may be sade )
during July if Justified Dby a roreout. of the remaining morr md

eapu-iuu.uith eapty mrvoir-spa« amilabdle.

- (@) During the period 1 January through 31 July the iarcnr release
specified by the Flood Control Algoriths versus tabls ! shall be the

required ainisum release.

{(r) At anytizme of the yur. Hoover Dan relnsss shall mt result in
‘a fow rate greater than 28,000 cubla feet per second at. the agng
station, Colorado River below Davia Dam unless required or authorized by

thoso’l_ n:hlnum.

(g) Nothing in this agreesent .-.hall be eénstru_ed to require
ﬁan;omuly rapid chmg« in aagnitudes: ‘of releases. Reh’uu will bde

aado in a =zanner ccnaistent with requlruent.s for protecting the d.aa,

resecvoir ;nd appurtenances from major damages.
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(n) .quvor Das i3 but one of three aa,)ér_ '_rlood econtrol r-_ue.-'}dirs in
the Lower Calondo River Basin. The Corps or E:risi'neer's cperates Al.'a.mu Da.:.
.on me B:.J.J. Willliams Rznr and Painted Roek Dn on tha Gila. River. in
‘that flows on these - tridutary strn.n contribute to the mainstea Colerado
River, ooordimtod -opontton of nll three reservolrs 13 essential t.c.
achieving flood control objocuves. - Hence teaporary deviation: t‘rcn the
" Heover Dam rnl.cuu preseribed in this no.u.ttian may bo nocuury after
eanndcrauou aof thm anmbla atongn. projected Lnﬂ.ous._ and rcquind

| releases from these tribdbutary rucrwlrl.

(i.). The Buresu of Reclaiuan shall pmu’i-o sueh cu'rrent basic .
hydrologic data, md sake such __oi:rﬂat oaloulations of permissidle
releases: from Lake Mead a3 are required to accomplish the flood control

objectives prescribded above.

(,1) ‘m Bureau or ltclnauu; stu.].l kesp the Los Amlel-ntstricn' "
' Englineer, Carps ot !n;inurs, Department of tlu Amy. in charge Sr.tnc

','locanty, currectly advised of mervu:.r relsases, reacvoir.s:cirue, md. o
_such othar openung dau as the Dtstr:l.ct Engiceer may request, and also ..

‘of those basic operating criteria that effect the schedule of cperation. .

(k) -~ The fNood  sontrol .l.".‘\lllt.’lot! are subjcet te te-'porary '
.uodincation by_the Le- lnp:l.u District Zny.nur. Corps of En;inear'a, ir
found necessary in ts.no of eu-ccncy. Ileques:a for and action on such
-uodiriutiw uy ba esade by the fastest ceans of eouuunicnions
availab‘e, The action u-ten shall be confirmed in -ar).tl.ns t.he 3ane .:y to

the office of the nogiou'l Director and shall ineludc Justifieation for

_ the actioen.
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.' . ' '(rﬁ 'r*.u' ‘!eslon.a'l Direct.m.- =ay teaporﬁily ﬁGVia:e !‘:-'om ﬁne éloca
'control regulatiens. in the event an lmcdiua short—ter': daparture i.-.
doeacd necesaary for emrgeney reasons to protect the safety of ‘-!oover Daz -
and Lake Mead, or ‘downstreaa dm.s. or the levee systerms along the lower

" .Calorado River. Such actions will bc innediataly repcrtcd By the rastlst
zeans of cozsunication available. Lctioru shall be confirmed in uriting o
the same day 1~ r.hé Los Angeles District Engineer, Corps of Endmorg. and

shall inelude justiffcation for the sction.

{g) The BJuresu .or Reclasation ahall b%e responsible for providing

adequate warnings o dovnstream interests whean changes in release of ' -

: 'stbnd rloedntcrl ere made.

_ (n) lm:tous to the flood control opcnti.ou for Hoover Daa and Lake
. Mead may be developed as necessary by the pu-un of this agreement. -Each

such revision shall be effective on the date specified.

' o H’ITNESS H'HEEEW. ‘the parties hereto havo caused this memcrancum of-

| agreeaan: to be exscuted a3 of the day and date first above written.

Corps of Engineer ' Sureau of Reclamation

Srigadier General, USA ~ 7 Regional Director
‘Division Engineer o : Lowar Colorado Region
South Pacific Divisien : _

.. ) : . 10
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' M.‘EL

'-mm' surr;m clenum batwaen
19.61 and 1221.40 rfeet (available

. .zrage between 1,500,000 and
1 218 000 ncn-:‘ut) :

i ter surface olcutlon between
1221.80 and 1226.90 feet (availabdle
storage batween 1 213,000 and

8, 000 mrut)

Hltcr surface elevation ht.wun
26.90 feet to 1229.00 (available
¢ orsge Between 3“0,006 md 0 rere~

feat

o uur surface elevation 1229.00
(tep of the ncoa oontrol pool)

 RELEASES

Hinum flood control rélnus; {roa Hoover Dam .throudﬂout the

Makes relesses egual to inflow uyup to |
28,000 cuble feet per second

Make outflov equal to inflow up to .

- 80,000 cubic feet per second

hﬁn_mﬁ‘.ﬂ.w squal to inflow up to
65,000 cubic feet per 100cnd

Matntain ocutflow equal to inflow

‘Available storage

(millions of

N £
kater m.rm Water 12 nr.oﬂa
slevation (millions of
{(fout) acre=Leet)
1205, 40 23,108
1219.61 25.877
1221. 40 26.15¢%
- 1229,.00 2T. 1M
1232.00 : e

1

acre-feet)

3.669

- 1,500

.28

¢. 350

Lavel

Permanent
spillwvay crest

Minimus required

" flood control

Pﬁﬂl

Top of spillway
gates in reised

pesition -

Spillvay discharge

equals 40,000 cubic
feet per second :
with spillwvay gates
in ralsed pesition

Top of flood
cantrol pool

- Top of daa




ACM

- FCR

NCM

NRM

BSM

R - . T L S -

Release Step . Releise Rate

{eubic feet per second’

(RRMy | | N ° .
RRMy © as,000
RRM, o 28,000
RRM, ' . 35,000
L - 30,000
g : 13,000

the Hoover Dasz average relemse rats (in cuble feet per

seoond) during the current scoth detersined from

solution of the volumetrie equation glven below.

the Heover Dam sverage release rate (in cuble feet per

‘second) required for flood sontrol during the current

aonth.

_ the number of days tn the curreat zonth.

the number of resaining days from the present through

31 July excluding the current month,

the Lake Mead watar loss (in millien acre-feet) to bank

‘storage during the curreat gonth through 31 July.

13




UM 1 : tae Lake Head watar loss (in =illion .I’:rr"-"g"e‘,} due to

-vaporar.icn at thc lake suriface du".‘..ng :.‘- cur~ant

. month through 31 July.

BSP «+ . the Lake Povell net water loss (in aillion ucre-rea.)
dus Bank storage during the current gonth r.hrouca

31 July.

EVP » _ | ﬁho Lake Powell net wvater loss {in aillion acre-feet)
dus to evaporstion and precipitation during the current

gonth through 3% July.
s s The Lake Mead et water withdraval (in millien scre-
feet) due to consuaptive use by the Southern Nevada-

Water Project during the ourrent month through 31 July.

Detailed procedure and equationz used to define the tcras'_.B'SH. EVM, BSP

" and EVP are presantsd in Exhibit 2.
The volusetric equation appiled to determine RCM is as follows:

FT o SSM o S8 - 1.5 + 19835 x 10-5C(RCM x NOO) « (RRMy X NRH)). -

ESH¢EVH~BSP¢EV?¢SRC

18
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'_'é'dluuon of equsluy' of the velumetric egquation i3 lrerative using
pmgres:inlr Lnersasing step values of FRAN, through F.RHG.' PRM, aust e
the smallest sup value utiatyin; the requireaent that ﬂCH_’gu;r,ﬁu.‘ equal

ta or less than RJIH“.

The requircd Hocver Daa nood contral relesse FCR during the current month -

_ u_datcrﬁned scoording % -:tbc condtunn 4 o b as follows:

(a) if MY is greater than or equal to RRMy | then, PCR = ROM

- o

(p) 1if ACH 18 less than RAM,_, then, FCR = RRMy ,

15
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WATER LOSS EQUATIONS FOR
LAKES MEAD AND POWSLL
July 1982

BSM s 0.065 (SSX - 1.5) . e ~

CEvM s (M) (MM x 10°6)
‘ uﬁorc:

8SM = the Lake MHead water loss (1n-._:|.£1110n acre-feet) to bank storage’

_ during the current menth through 31 July.

$SM s current storage spce (in milllon acre-fest) in Lake Head below

elevatica 1229.0 feet.

EVM = the Lake Mead water loss (in =million acre-feet) due to evaporation

at the laks surfaos during the current -oni.h through 31 July.

AAM 3 the average reservolir surface area (ia acrea) on Lake Mead from the

curr_en_t' msonth through 31 July.

16
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. A ot 25 the averags avaporation depth (in ‘feet) for lake Mead from the

cufrent aonth through 31 July:as followi;.

‘ _ Ev:poéatian
. _Meonth : _ Rate

(foat

Ju.nuuﬁr o o | 0.36 '
Pedruary 0.3
Maren o 0.37
April -  0.46
May _ e ~ 0.53
June- : : : 0.68

July L | 0.%

.  LAXE PowELL
¥ s 20,15 (3

aSP = tha Lake Powell water loss (in aillien acre-feet) to bank storage

. duﬁns the surreot mcnth through 31 JulTy.

-SSP 3 ourrent storage space (in millien acre-reet) in Lake Povell bdelow

elevation 3?”.0 'fllt.

2vp x (CEY o CoE3 o CE? + G E o Cg) (S

17



/7 = the Like pougn_' net water loss  (in =aillize a:re-i‘ee_:)' due o

evaporution and préeipiution during the current 200N through 31 July.

b

2 2 the avoragi water surface elevation of Lake Powsll {in r_eit- adove

mean sea level) froa the current month through 31 July.

M s a coefficiant for the current senth through 31 July as follows:

Periog B ' Coefficient.

January - July ' : 0.536

robrur_-y'- July 0.486

warch - iy S 0.439

. ' April - July 0.380

o | |  May - July  0.313
| june - July 0.222 _

 dwy N S BT

_Constants are a3 followst

¢y » - 1.06524x10"2
cy = 1.68872x10°8
o . -;9.51439:10‘5
ey x  0.220608

Cg = = 2.0211176x102

18
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Mot oquaticns in ’:Hiblt 2 may be revised based 3n prudent -..-agi.-.g,,-:-\a

' a—xalyns uithcut requi.r-ing f‘omal revision el the total rlald uorﬂn,;

agrnaen:. Reviaian.would ba  e«ffactive roncwing written asreeanr,_

._be:heen the Regional . Dlnctcr and the Divuiun Tngineer, All revised-.

versions of Exnibit 2 ahlll be l.abeltd indica.f.ins the dltc of revision

before being effective. -

g







AMENDMENT NO. 1
To Agreement for Transfer of Conserved Water
- Between Imperial Irrigation District and San Diego County Water Authority

The Imperial Irrigation District and the San Diego County Water Authority agree
as follows: '

That certain Agreement for Transfer of Conserved Water by and between Imperial
Irrigation District and San Diego County Water Authority dated April 29, 1998 is -
amended by the amendment of Section 7.1(e) to replace the words “Within two (2) years
of the Execution Date,” with the following: “By the earlier of December 31, 2000 or the
date on which all other [ID/SDCWA Transfer Agreement conditions precedent and =
conditions precedent to the quantification settlement agreement described in the Key
Terms for Quantification Settlement Among the State of California, IID, CVWD and
MWD dated October 15, 1999 are satisfied,” in the first line thereof. :

~ This amendment is made pursuant to Section 18.9 of the Agreement for Transfer
of Conserved Water and is binding on both parties.

" This amendment is effective as of April 27, 2000.

IN WITNESS WHEREOQF, the Imperial Irrigatioix- District and the San Die_gb
County Water Authority have executed this amendment as of the date written below.

‘Imperial Irrigation District | San Diego County Water Authority
By;\l\\
Maureen A. Stapleton \

Its: General Manager

Date: __5-/-C0

Approved as to form:

By; W‘M ___BQL:" L

“#¥shn Penn Carter | . %aﬁlﬂ S 'I-Ié.ﬂféézhke
Its:  Chief Counsel . Its:  General Counsel




AMENDMENT NO. 2
To Agreement for Transfer of Conserved Water
Between Imperial Irrigation District and San Diego County Water Authority

The Imperial Irrigation District and the San Dlego County Water Authority agree as
follows:

That certain Agreement for Transfer of Conserved Water by and between Imperial
Trrigation District and San Diego County Water Authority dated April 29, 1998, as previously
"amendment by Amendment No. 1 of that Agreement, is amended as follows:

1. Section 7.1(e) is amended to replace the words and figures “December 31, 2000 with
“December 31, 2001™. j

2. Section 8.1(e) is amended to replace the words “Within two (2) years of the Execution Date,”
with the following: _

“By the earlier of December 31, 2001 or the date on which all other
IID/SDCWA Transfer Agreement conditions precedent and conditions
precedent to the quantification settiement agreement described in the Key
‘Terms for Quantification Settlement Among the State of California, [ID,
CVWD and MWD dated October 15, 1999 are satisfied,”

This Amendment No. 2 is made pursuant to Section 18.9 of the Agreemeht for Transfer
of Conserved Water and is binding on both parties.

This Amendment is effective as of December 31, 2000.

IN WITNESS WHEREOF, the Imperial Iirigation District and the San Diego County
Water Authority have executed this amendment as of the date written below.

Imperial Irrigation . _ San Diego County Water Authority

“ N q ’
BY'-"E%XJQXZ&'
Maureen A. Stapleton \

Its: General Manager

Date: } -[? x-Vi o " Date; January 25, 2001
. - I8 '
Approved as to form: R App{g@m T -'--~;{/_

/-/’ / / ;M// |

Tts: General Counse]

[P




~ AMENDMENT NO. 3
To Agreement for Transfer of Conserved Water '
Between Imperial Irrigation District and San Diego County Water Authority-

The Imperial Irrigation District and the San Diego County Water Authority agree
as follows: '

That certain Agreement for Transfer of Conserved Water by and between .
Imperial Irrigation District and San Diego County Water Authority dated April 29, 1998,
as previously amended by Amendments No. 1 and 2 to that Agreement, is amended as
follows:

1. Section 7.1(¢) is amended to replace the words and figures “December 31, 2001”
with “June 30, 2002”.

2. Section 8.1(¢) is amended to replace the words and figures “Decenber 31, 2001”
: with “June 30, 2002”

This Amendment No. 3 1smadepwsuantto Section 189oftheAgreementfor _
“Transfer of Conserved Water and is binding of both parties.

This Amendment No. 3 is effective as of December 31, 2001.

IN WITNESS WHEREOF, the Imperial Irrigation District and the San Diego
County Water Authority have executed this amendment as of the dates written below.

Imperial Irrigation District - San Diego County Water Authority |
By ﬁéﬁéﬁ/ﬂ
I‘«, ‘Maureen A. Stapleton

Its: Its: General Manager

Date: 18 Date: _/ ‘A’A /

Approved as to form:

By:

% Penn Carter 4 &
Its: Chief Counsel Its General Cmmsel



